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FARM  CREDIT  ADMINISTRATION 

12  CFR  Parts  614  and  615 

Loan  Policies  and  Operations;  Funding 
and  Fiscal  Affairs,  Loan  Policies  and 
Operations,  and  Funding  Operations 

agency:  Farm  Credit  Administration. 
action:  Final  rule. 

summary:  The  Farm  Credit 
Administration,  by  its  Federal  Farm 
Credit  Board,  adopts  and  publishes  new 
and  amended  regulations  implementing 
those  provisions  of  the  Farm  Credit  Act 
Amendments  of  1980  (Pub.  L.  96-592) 
which  authorize  banks  for  cooperatives 
of  the  Farm  Credit  System  to  provide 
international  trade  financing  and  related 
services  to  eligible  borrowers,  and  an 
amendment  to  its  regulation  concerning 
interest  rates. 

The  regulations  relating  to 
international  trade  financing  enable  the 
banks  for  cooperatives  to,  among  other 
things:  (1)  deposit  securities  and  current 
fimds  in  any  Federal  Reserve  member 
bank  or  any  Federal  Deposit  Insurance 
Corporation-insured  State  nonmember 
bank  or  in  any  domestic  or  foreign  bank 
or  other  financial  organization  as  may 
be  authorized  and  approved;  (2)  treat 
earnings  that  result  from  loans  to  newlf 
eligible  noncooperative  borrowers 
differently  than  earnings  from 
cooperative  borrowers;  (3)  rediscount,  in 
Hnancial  markets,  bankers  acceptances 
created  by  the  banks  for  cooperatives 
and  accepted  and  discounted  by  the 
Farm  Credit  System's  Fiscal  Agency  in 
accordance  with  the  requirements  of  the 
new  regulations;  and  (4)  provide  a  full 
range  of  international  financial 
assistance  including,  anrang  other 
things,  letters  of  credit,  standby  letters 
of  credit,  foreign  trade  receivables 
Hnancing,  and  guarantees  and  contracts 
of  suretyship  where  such  contracts  serve 
as  guarantees,  provide  credit  services, 
and  perform  servicing  functions. 

The  regulation  relating  to  interest 
rates  permits  the  boards  of  directors  of 
banks  for  cooperatives  to  develop  and 
adopt  an  interest  rate  plan,  subject  to 
Farm  Credit  Administration  approval, 
within  which  bank  management  may 
establish  rates. 

EFFECTIVE  DATE:  Thirty  days  from  this 
publication  date  provided  both  Houses 
of  Congress  are  in  session.  Notice  of 
elective  date  will  be  published. 

FOR  FURTHER  INFORMATION  CONTACr. 
Larry  H.  Bacon,  Deputy  Governor,  Office 
of  Administration,  Farm  Credit 
Administration,  490  L'Enfant  Plaza, 

S.W.,  Washington,  DC  20578,  (202-755- 
2181).  • 


SUPPLEMENTARY  INFORMATION:  On  July 
7, 1981,  the  Farm  Credit  Administration 
noticed  and  published  for  public 
comment  new  and  amended  regulations 
to  12  CFR  Parts  614  and  615  (46  FR 
35109-35118).  Regulations  implementing 
the  authority  for  international  trade 
financing  are  designated  as  new 
§§  614.4281,  614.4700,  614.4710,  614.4720. 
614.4800,  614.4810,  and  614.4900,  and 
amendments  to  §  §  614.4080,  614.4120, 
614.4280,  615.5190,  615.5370(d),  and 
615.5550.  Regulations  §  614.4280, 
concerning  interest  rates,  is  also 
amended.  For  purposes  of  this 
supplementary  information,  certain 
terms  are  designated  as  follows:  Farm 
Credit  Administration  (FCA);  Federal 
Farm  Credit  Board  (Federal  Board); 

Farm  Credit  System  (System);  Farm 
Credit  Act  Amendments  of  1980  (1980 
Amendments);  Farm  Credit  Act  of  1971, 
as  amended,  12  U.S.C.  2001,  et  seq. 

(Act). 

Twelve  parties  provided  comments  on 
the  international  trade  financing 
regulations.  These  included  eight  System 
banks,  two  trade  associations,  one 
commercial  bank,  and  one  Federal 
banking  agency.  The  Federal  Board 
considered  each  of  the  comments 
received  and  adopted  Hnal  regulations 
in  the  course  of  its  October  6, 1961 
meeting. 

The  12  parties  provided  21  specific 
comments  on  the  international  trade 
financing  regulations.  Three  of  the  21 
comments  were  editorial.  The  editorial 
suggestions  were  made  on  §  §  614.4080 
and  614.4710.  No  comments  were 
received  with  respect  to  §  614.4281, 
614.4600, 614.4900,  or  615.5550.  The 
following  stunmatizes  comments 
received  and  reconciles  the  differences 
between  the  proposed  and  final 
regulations  in  light  of  the  comments. 

As  suggested  by  one  commentator, 

§  614.4080  has  been  revised  from  the 
proposed  form  to  clarify  that  an  eligible 
cooperative  must  be  a  party  to  the 
transaction  being  financed  by  a  bank  for 
cooperatives  under  the  international 
trade  financing  authorities. 

As  to  §  614.4120:  (1)  one  commentator 
suggested  defining  “minimum  ownership 
interest’*  in  the  regulation;  (2)  another 
suggested  specifically  limiting  the  term 
“import”  to  the  financing  of  importing 
farm  supplies  (farm  imports)  as 
contrasted  to  importing  farm 
(agricultural)  commodities  and  products 
(farm  production);  (3)  another  suggested 
limiting  eligible  borrowers  to  U.S. 
nationds;  and  (4)  another  suggested 
incorporating  the  language  contained  in 
section  3.7(b)  of  the  Act  as  closed  as 
possible,  l^e  final  regulation  has  been 
modified  from  the  proposal  to  follow 
closely  the  language  of  section  3.7(b)  of 


the  Act.  The  term  “minimum  ownership 
interest”  is  addressed  effectively  in  the 
proposed  regulation  §  614.4210  (46  FR 
40028-40029)  in  a  manner  that  makes 
definition  in  §  614.4120  unnecessary. 

The  suggested  limitation  on  the  import 
financing  authorities  of  the  banks  for 
cooperatives  was  not  incorporated  into 
the  final  regulation  because  the  Act 
provides  authority  for  financing  imports 
beyond  the  limitation  suggested.  The 
banks  for  cooperatives  have  financed 
imports  for  a  number  of  years  under 
existing  law,  and  the  1980  Amendments 
specifically  give  authority  to  finance 
“export  or  import  of  agricultural 
commodities,  farm  supplies,  or  aquatic 
products.”  The  suggestion  to  limit  export 
financing  to  U.S.  nationals  was  also 
rejected  as  more  restrictive  than  the 
statute  which  expressly  provides  for 
financing  foreign  parties  under  certain 
conditions. 

As  to  §  614.4700:  (1)  one  commentator 
questioned  the  authority  of  the  banks  for 
cooperatives  to  engage  in  financing 
foreign  trade  receivables  through 
factoring  and  suggested  deleting 
§  614.4700(a)(3);  (2)  another  suggested 
identifying  in  §  614.4700(b)  some  of  the 
guarantee  or  insurance  plans  to  be  used; 
and  (3)  another  suggested  amending 
§  614.4700(d)  to  provide  for  systemwide 
policies  limiting  the  amount  that  the 
System  lends  in  each  country.  The  final 
regulation  was  changed  from  the 
proposal  to  identify  some  acceptable 
guarantee  or  insurance  plans.  The 
suggestion  to  delete  §  614.4700(a)(3)  was 
rejected  because  the  Act  does  not  so 
limit  the  type  of  international  financing 
which  may  be  extended  to  foreign  and 
domestic  parties.  Factoring  is  a  type  of 
financing  extended  by  commercial 
banks  in  the  international  area  and, 
therefore,  would  not  be  beyond 
“national  banking  policies,  objectives, 
and  limitations.”  The  suggestion  to 
establish  limits  in  the  regulations  as  to 
the  amount  that  banks  for  cooperatives 
can  lend  to  a  particular  country  was  not 
followed  because  it  would  place  FCA  in 
a  position  of  decisionmaking  that  might 
be  interpreted  as  making  official  U.S. 
foreign  poilicy.  Furthermore,  the  Federal 
Board  does  not  believe  that  a  Federal 
agency  should  prescribe  to  privately 
owned  banks  to  which  countries  those 
banks  may  lend  or  in  what  amounts. 

The  regulation  does  require  the  banks 
for  cooperatives  to  adopt  policies  setting 
appropriate  country  limits. 

As  to  §  614.4710:  one  commentator 
suggested  deleting  §  §  614.4170(a)(5)  and 
(a)(6).  These  changes  were  made  in  the 
final  regulation  because  they  more 
correctly  define  relationships  within  the 
Federal  Reserve  System.  In  addition. 
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§  614.4710(a)(1)  was  modified  from  the 
proposal  so  as  to  tie  bankers 
acceptances  generated  from  exports  or 
imports  directly  to  agricultural 
commodities,  farm  supplies,  or  aquatic 
products,  as  suggested  by  another 
commentator.  Another  suggestion  to 
define  net  worth  in  the  regulation  was 
not  followed  because  the  term  has  been 
defined  in  the  FCA  Uniform  Chart  and 
Description  of  Accounts  for 
approximately  50  years.  Another 
commentator  suggested  that  goods 
available  for  bankers  acceptance 
financing  should  include  those  produced 
from  commercial  fishing  as  well  as  from 
agriculture.  This  suggestion  was 
adopted. 

A  commentator  suggested  altering 
§  614.4720(d)  to  require  that  banks  for 
cooperatives  be  responsible  only  for 
“assuring  the  presentation  of  proper 
documents.”  This  suggestion  was 
rejected  because  common  banking 
practice  is  to  structure  a  letter  of  credit 
to  be  paid  upon  satisfaction  of  its  terms 
and  conditions.  Typically,  these  terms 
and  conditions  direct  payment  upon 
presentation  of  proper  documents.  The 
FCA  regulations  only  restrict  the 
payment  terms  and  conditions  by 
requiring  that  the  bank  cannot  be 
required  to  determine  questions  of  fact 
or  law  involving  the  underlying 
transaction. 

A  commentator  suggested  rewriting 
§  614.4810  “to  clarify  that  standby 
letters  of  credit  issued  on  behalf  of  those 
domestic  or  foreign  parties  must  also 
arise  under  qualified  import  or  export 
transactions  with  an  eligible 
cooperative.”  The  Federal  Board 
considered  the  change  unnecessary 
because  standby  letters  of  credit  issued 
in  relation  to  transactions  authorized 
under  §  614.4120  must  necessarily  arise 
“under  qualified  import  or  export 
transactions  with  an  eligible 
cooperative.” 

One  commentator  suggested  as  to 
§  615.5190  that  System  institutions  be 
allowed  to  deposit  funds  in  nonmember 
banks  of  the  Federal  Reserve  System  as 
long  as  the  depository  institutions  are 
insured  by  the  Federal  Deposit 
Insurance  Corporation.  The  Federal 
Board  noted  that  this  provision  was 
included  in  the  proposal  and  that  no 
additional  action  was  necessary. 

All  seven  commentators  on 
§  615.5370(d)  suggested  rewriting  the 
regulation  since  the  proposed  rule  for 
transactions  involving  leveraged  lease 
and  letter  of  credit  transactions,  and 
bankers  acceptance  and  foreign  trade 
receivable  financing  was  too  restrictive. 
The  Federal  Board  believes  that  the 
proposed  rule  did  not  provide  flexibility 
with  regard  to  how  certain  earnings 


should  be  retained  or  allocated.  The 
proposed  rule  dictated  the  means  by 
which  earnings  are  retained  or  allocated 
on  the  basis  of  whether  the  transaction 
is  initially  capitalized.  This  requirement, 
however,  is  beyond  those  requirements 
imposed  on  present  borrowers  from  the 
banks  for  cooperatives.  In  response  to 
these  comments,  §  615.5370  was 
rewritten  to  permit  a  bank  for 
cooperatives  to  allocate  certain 
transactions  on  a  patronage  basis  and 
others  on  a  nonpatronage  basis. 

Allocation  of  earnings  from  new 
transactions  must  be  consistent  with 
allocation  of  earnings  fix)m  current 
transactions.  Also,  the  manner  in  which 
earnings  are  allocated  is  required  to  be 
consistent  with  the  bank’s  bylaws. 

One  commentator  suggested  that  FCA 
did  not  have  the  authority  to  amend 
§  614.4280  to  allow  the  bank  boards, 
subject  to  FCA  approval,  to  develop 
interest  rate  plans  within  which 
management  may  establish  rates.  The 
commentator  further  suggested  that 
interest  rates  must  be  specifically 
approved  by  FCA  and  rates  not  so 
approved  were  subject  to  State  usury 
laws.  These  suggestions  are  contrary  to 
the  Act  before  1980,  the  1980 
Amendments  and  their  respective 
legislative  histories.  Sections  1.7,  2.4, 
and  3.10  of  the  Act  authorize  district 
boards  to  set  interest  rates  for  the  banks 
with  FCA  approval  The  Senate  Report 
states  that  these  sections  give  the  FCA 
broad  authority  in  approving  interest 
rates  provided  that  any  plan  approved  is 
directed  toward  “fumis^g  eligible 
farmer  borrowers  a  continuing  source  of 
credit  at  the  lowest  reasonable  cost 
under  all  money  cost  situations”  S.  Rep. 
No.  92-679, 92nd  Cong.,  1st  Sess.  19 
(1971).  Such  broad  authority  is  not 
restricted  by  detailed  approval 
procedures  but  would  include  approval 
of  a  variety  of  plans  such  as  a  variable  ' 
interest  plan,  a  series  of  interest  rates, 
different  rates  for  different  types  of 
loans,  and  a  range  of  interest  rates. 

Regarding  State  usury  laws,  the  House 
Report  on  the  1980  Amendments 
unequivocally  states  that  State 
limitations  on  interest  rates  do  not  apply 
to  loans  made  by  System  institutions 
H.R.  Rep.  No.  96-592, 96th  Cong.,  2nd 
Sess.  22  (1980).  However,  with  the  1980 
Amendments  Congress  added  language 
to  section  4.17  to  make  the  law  clear  on 
this  point.  In  any  event,  this  addition 
was  not  intended  as  any  limitation  on 
FCA’s  interest  rate  approval  process. 
Because  these  arguments  against  the 
proposal  are  without  merit,  they  were 
rejected. 

Several  other  editorial  and  technical 
changes  necessary  for  clarity  and 
consistency  with  the  1980  Amendments 


are  reflected  in  various  sections  of  the 
final  regulations. 

For  the  reasons  set  out  in  the 
preamble.  Parts  614  and  615  of  Chapter 
VI,  Title  12,  of  the  Code  of  Federal 
Regulations  are  amended  as  shown.  As 
a  convenience  to  the  reader,  a 
redesignation  table  showing  the  old 
sections  of  Part  614  and  the  new 
published  elsewhere  in  this  issue  is 
shown  below. 

As  there  were  no  unresolved 
diflerences  between  FCA  and  the  Board 
of  Governors  of  the  Federal  Reserve 
System  as  to  whether  the  international 
trade  financing  regulations  conform  to 
“national  banking  policies,  objectives, 
and  limitations,”  the  international  trade 
financing  regulations  and  the 
amendment  to  the  interest  rate 
regulation  shall  become  effective  30 
days  from  this  publication  date  provided 
either  or  both  Houses  of  Congress  are  in 
session  during  that  time. 

PART  614— LOAN  POLICIES  AND 
OPERATIONS 


Section 

Previous  section 

Subpart  A  Cawaral 

614.4000 

Basic  responsibilities _ 

Same. 

614.4010 

Supervision  by  the  Farm 
CredR  Administration. 

Same. 

614.4020 

614.4030 

Same. 

614.4031 

Policies  for  delegation  of 
authority. 

Same. 

614.4040 

Bank  guideiine  responsiba- 
Hies. 

Same. 

614.4050 

Bank  supervision  of  associ¬ 
ations. 

Same. 

614.4051 

Federal  larxf  bank  and  Fed¬ 
eral  intermediate  credk 
bank  credtt  reviews. 

Same 

614.4060 

.  Association  responsibilities.,. 

Same. 

Subpart  B— Charterad  Terrttorias 

614.4070 

Loans  outside  the  estab¬ 
lished  territory— Federal 
land  banks.  Federal  land 
bank  associations,  and 
pnxfuction  credit  assocF 

Same. 

akons. 

614.4060 

Loans  oulakfe  of  bank's 
territory — banks  for  coop- 

Same. 

eraitves. 

Subpart  C— Landkig  Auttioritiaa 


614.4090 

Federal  land  banks _ 

Same. 

6144100 

Fodoffll  intoffV)0diflrto  CfoOH 
banks. 

Same.  , 

614.4110 

Production  credil  associ¬ 
ations. 

Same. 

614.4120 

Banks  for  oooperalivaa _ 

Same. 

614.4130 

Approval _ _ 

Same. 

Subpart  0— Ganaial  Loan  PoHdoa  for  Banka  and 
AasocMiona 


614,4140  Sound  loan .  Same. 

614.4150  CradH  factors _ ^ . — Same. 

614.4160  Lendng  obiactiwa _ Same. 

614.4165  SpecM  credM  needs _ Same. 

614.4170  Borronrer  liabiity _ _ Same. 
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PAFTT  614-4.0AN  POLICIES  AND 
OPERATIONS— Continued 


Section 

Previous  section 

Subpart  E— Loan  Tarma  anp  Conditions 

614.4180 

Federal  land  banks . 

Same. 

614.4190 

Federal  intennediate  credit 
banks. 

Same. 

614.4200 

Production  credit  associ¬ 
ations. 

Same. 

614.4210 

Banks  lor  cooperatives . 

Same. 

Subpart  F  ■Sacurtty  Raqulramants 

614.4220 

614.4230 

Federal  land  banks . . 

Same. 

614.4240 

Federal  imennediate  credit 
banks. 

Same. 

614.4250 

Proikiction  credit  associ¬ 
ations. 

Same. 

614.4260 

Banks  lor  cooperatives . 

Same. 

614.4261 

Security  and  appraisal 
standards— banks  lor  co¬ 
operatives. 

Same. 

Subpart  0— InterMt  Ratm  and  Changea 


614.4270 

Pokey . 

Same. 

614.4280 

Interest  rates . - . 

Same. 

614.4281 

Discounts  and  related 

New. 

lees— banks  lor  coopera- 

Uvea. 

614.4290 

Interest  on  past  due  loans . 

Same. 

614.4300 

Other  charges  and  fees.. . 

Same. 

614.4310 

Interest  rata  limitations  for 

Same. 

Federal  Intermediate 

credit  banks. 

614.4320 

Production  credit  assod- 

Same. 

ations. 

614.4321 

Interest  rate  program . 

Same. 

Subpart  H— Loan  Participations 

614.4330 

General . . . 

Same. 

614.4331 

Federal  land  banks . 

Same. 

614.4332 

Federal  intermediate  credit 

Same. 

banks. 

614.4333 

Production  credit  associ- 

Same. 

Mona. 

614.4334 

Banks  for  cooperatives _ 

Same. 

Subpart  1— Loaa-Sharing  Agraamanta 

614.4340 

614.4345 

Guaranty  agreements . 

Same. 

Subpart  ,1— Landing  Limits 

614.4350 

614.4351 

Federal  land  barit»._ . . 

Same. 

6144352 

Federal  Intermediate  credit 

Same. 

banks. 

614.4353 

Production  credit  associ- 

Same. 

ations. 

614.4354 

Banka  for  cooperatives _ 

Same. 

614.4366 

Compptation  of  obUgation 

Same. 

for  iMidIng  limit  detarmi- 

natian. 

Subpae  L'-WoUoe  of  Action  and  Appeals 

614.4440 

Notloa  of  action  on  loan 

Same. 

appkcaiion. 

614.4441 

Appkeant's  right  to  appeal 

.  Same. 

614.4442 

Subpart  M  Loan  Approval  Roquiremonta 

614.4450 

Qan^  requirements............. 

.  Same. 

614.4480 

Loan  approval  responsibility. 

.  Same. 

614.4470 

Loans  subiact  to  bank  prior 

Same. 

approval. 

PART  614— LOAN  POLICIES  AND 
OPERATIONS— Continued 


Section 

Previous  section 

Subpart  N— Loan  Servicing  Requirementa 

614.4510 

614.4511 

614.4512 

Federal  lang  bank  associ¬ 
ation  compensation. 
Compromise  of  mdebted- 
ness. 

Same. 

Same. 

Subpart  O— Special  Lending  Programa 

614.4520 

614.4530 

Special  loans,  production 
credit  associations. 

Same. 

Subpart  P— Fadaral  Intermadiate  Credit  Bank  Financing 
of  Other  Financing  Institutions 


614.4540 

Definitions . 

New. 

614.4545 

General . 

614.4540  and 
614.4550. 

614.4550 

Basic  eligibility  criteria . 

614.4560  and 
614.4570. 

614  4555 

Review  of  denial  of  access 
based  on  eligiblity. 

New. 

614.4560 

Establishing  and  maintain¬ 
ing  access. 

614.4560. 

614.4565 

Lending  limit . 

New. 

614.4570 

General  collateral  require¬ 
ments. 

614.4600. 

614.4580 

Use  of  funds . 

New. 

614.4590 

General  financing  agree¬ 
ment 

614.4660. 

614.4600 

Methods  of  financing . . 

614.4590, 

614.4630, 

614.4631,  and 

614.4632, 

614.4610 

Obligations  eligible  for  dis¬ 
count  or  purchase. 

New. 

614.4620 

Multiple  ownership . . . 

New. 

614.4630 

Insolvency  of  an  OFI . . 

614.4640. 

614.4640 

Rates  and  lees . . . 

New. 

614.4650 

Basis  for  revocation  of 
access. 

614.4620. 

614.4660 

Place  of  discount . . . . 

New 

Subpart  O— Banks  for  Cooperatives  Financing 
International  Trade 


614.4700  Financing  foreign  trade  re-  New. 
ceivables. 

614.4710  Bankers  acceptance  financ-  New. 
ing. 

614.4720  Letters  of  credit .  New. 

614.4800  Guarantees  and  contracts  New. 
of  suretyship. 

614.4810  Standby  letters  of  credit . New. 

614.4800  Foreign  exchange  New. 


Therefore,  12  CFR  Parts  614  and  615 
are  amended  as  follows; 

PART  614— LOAN  POLICIES  AND 
OPERATIONS 

1.  Part  614  is  amended  by  removing 
the  heading  for  Subpart  E  and  moving 
S§  614.4160  to  614.4170  to  the  end  of 
Subpart  D.  Subpart  F  [§§  614.4180  to 
614.4210)  is  redesignated  as  Subpart  E. 
Subpart  G  (§|  614.4220  to  614.4261)  is 
redesignated  as  Subpart  F.  Subpart  H 
(§§  614.4270  to  614.4321)  is  redesignated 
as  Subpart  G.  Subpart  I  (S§  614.4330  to 
614.4334)  is  redesignated  as  Subpart  H. 
Subpart )  (S§  614.4340  and  614.4345)  is 
redesignated  as  Subpart  I.  Subpart  K 
(§S  614.4350  to  614.4360)  is  redesignated 
as  Subpart  J.  Subpart  M  (§§  614.4440  to 
614.4442)  is  redesignated  as  Subpart  L 
Subpart  N  (5S  614.4450  to  614.4470)  is 


redesignated  as  Subpart  M.  Subpart  O 
(§§  614.4510  to  614.4512)  is  redesignated 
as  Subpart  N.  Subpart  P  (§§  614.4520  to 
614.4530)  is  redesignated  as  Subpart  O. 

2.  Section  614.4080  is  amended  by 
adding  paragraph  (d)  to  read  as  follows: 

Subpart  B— Chartered  Territories 

***** 

§  6 1 4.4080  Loans  outside  of  bank’s 
territory-^anks  for  cooperatives. 
***** 

(d)  A  bank  is  authorized  to  provide  a  ' 
full  range  of  credit  services  to  eligible 
cooperatives  enabling  them  to  engage  in 
international  trade.  This  includes 
making  technical  and  Hnancial 
assistance  available  to  a  domestic  or 
foreign  party  to  facilitate  the  import  or 
export  of  agricultural  commodities,  farm 
supplies,  or  aquatic  products,  and  to 
make  or  participate  in  loans  and 
commitments  for  the  same,  provided  an 
eligible  cooperative  is  a  party  to  and 
benefits  substantially  from  such 
transactions. 

Subpart  C— Lending  Authorities 

* .  *  *  *  * 

3.  Section  614.4120  is  revised  to  read 
as  follows: 

§  614.4120  Banks  for  cooperatives. 

The  banks  are  authorized  to  make 
loans  and  commitments  to  eligible 
cooperatives  and  to  extend  to  them 
other  financial  assistance,  including,  but 
not  limited  to,  discounting  notes  and 
other  obligations,  guarantees,  collateral 
custody,  or  participation  with  other 
banks  for  cooperatives  and  commercial 
banks  or  other  financial  institutions  in 
loans  to  eligible  cooperatives.  The 
banks  are  authorized  to  make  or 
participate  in  loans,  commitments,  and 
extend  other  technical  and  financial 
assistance  to  a  domestic  or  foreign  party 
with  respect  to  its  transactions  with  an 
an  eligible  cooperative,  and  to  a 
domestic  or  foreign  party  in  which  an 
eligible  cooperative  has  at  least  a 
minimum  ownership  interest  for  the 
export  or  import  of  agricultural 
commodities,  farm  supplies,  or  aquatic 
products  through  purdiases,  sales,  or 
exchanges.  The  eligible  cooperative 
must  substantially  benefit  as  a  result  of 
such  a  loan,  commitment,  or  assistance 
for  the  purpose  of  facilitating  the  eligible 
cooperative’s  export  or  import 
operations.  This  type  of  activity  shall  be 
made  under  policies  determined  by  the 
board  of  directors  and  approved  by  the 
Farm  Credit  Administration. 
***** 
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4.  Section  614.4280  is  revised  to  read 
as  fbnows: 

Subpart  G — Interest  Rates  and 
Changes 

♦  e  *  *  •  •  e  ; 

§  614.4280  Interest  rates. 

(a)  Loans  made  by  each  bank  shall 
bear  interest  at  a  rate  or  rates  as  may  be 
determined  by  the  bank  board  with  ^e 
approval  of  the  Farm  Credit 
Administration.  A  bank  board  shall  set 
interest  rates  or  approve  individual 
interest  rate  changes  either  on  a  case- 
by-case  basis  or  pursuant  to  an  interest 
rate  plan  within  which  managment  may 
establish  rates.  Any  interest  rate  plan 
shall  set  loan-pricing  policies  and 
objectives,  provide  guidance  regarding 
the  circumstances  u^er  which 
management  may  adjust  rates,  and 
provide  the  upper  and  lower  limits  on 
managment  authority.  A  bank  board 
may  not  delegate  its  ultimate 
responsiblities  for  setting  interest  rates, 
and  any  interest  rate  plan  adopted  shall 
be  reviewed  on  a  continuing  basis  by 
the  bank  board,  as  well  as  in 
conjunction  with  its  review  and 
approval  of  the  bank’s  annual  Bscal 
plan  and  long-range  financial  plan. 

(b)  Interest  rate  policies  require  the 
approval  of  the  Farm  Credit 
Administration. 

5.  Section  614.4281  is  added  to  read  as 
follows: 

§  614.4281  Discounts  and  related  fees. 

Banks  for  cooperatives  may  discount 
or  rediscount  notes,  drafts,  acceptances, 
and  other  negotiable  paper  at  such  rates 
as  may  be  determined  by  bank 
management  under  policies  of  the  bank  • 
board  as  approved  1^  the  Farm  Credit 
Administration.  Requests  of  the  Farm 
Credit  Administration  for  approval  of 
such  board  policies  shall  include 
justification  for  the  policy  or  change  in 
the  policy. 

*  *  *  4r  -ft 

„  6.  Subpart  Q  is  revised  to  read  as 
follows: 

Subpart  Q— Banks  for  Cooperatives 
Financing  International  Trade 

See. 

614.4700  Financing  foreign  trade 
receivables. 

614.4710  Bankers  acceptance  financing. 
614.4720  Letters  of  credit. 

614.4800  Guarantees  and  contracts  of 
suretyship. 

614.4800  Standby  letters  of  credit. 

614.4900  Foreign  exchange. 

Authority:  Secs.  6.9, 5.12.  5.ia  Pub.  L.  92- 
181,  85  Stat.  619,  620, 021, 12  U.S.G.  2243.  2246 
and  2252. 


§614.^00  Fbiancing  foreign  trade 
receivables. 

(a)  The  banks  f(»  cooperatives,  under 
policies  determined  by  their  boards  of 
directors  mid  approv^  by  the  Farm 
Credit  Administration,  are  authorized  to 
finance  foreign  trade  receivables  on 
behalf  of  eligible  cooperatives  to  include 
the  following: 

(1)  Advances  against  collections. 

(2)  Trade  acceptances. 

(3)  Factoring. 

(4)  Open  accounts. 

(b)  To  reduce 'credit,  political,  and 
other  risks  associated  with  foreign  trade 
receivable  financing,  the  banks  for 
cooperatives  shall  avail  themselves  of 
such  guarantee  and  insurance  plans  as 
are  available  in  the  United  States  and 
other  countries,  such  as  the  Foreign 
Credit  Insurance  Association  and  the 
Export-Import  Bank  of  the  United  States. 
Exceptions  may  be  made  where  a 
prospective  borrower  has  had  a 
longstanding  successful  business 
relationship  with  the  eligible 
cooperative  borrower  or  an  eligible 
cooperative  which  is  not  a  borrower  if 
the  prospective  borrower  has  a  high 
credit  rating  as  determined  by  the  bank. 

(c)  When  financing  a  draft  drawn  on  a 
foreign  importer,  the  banks  should  retain 
recourse  to  the  exporter  unless  their 
credit  evaluation  of  and  experience  with 
the  importer  indicate  recourse  is  not 
necessary  or  unless  appropriate 
guarantees  or  insurance  plans  are  used. 

(d)  The  financing  of  foreign  trade 
receivables  shall  be  limited  by  the 
policies  of  each  bank’s  board  of 
directors.  The  policies  shall  provide  a 
method  of  determining  the  maximum 
amoimt  in  dollars,  by  coimtry,  to  be 
financed  and  establishing  a  maximum 
percentage  of  the  amoimt  of  a  draft 
drawn  on  a  foreign  party  against  which 
the  bank  may  advance  funds.  The  banks 
shall  take  into  consideration  the 
following  factors: 

(1)  The  reputation  and  financial 
strength  of'Ae  foreign  importer. 

(2)  The  reputation  and  payment  record 
of  the  class  of  importers  in  the  same 
country  as  the  subject  importer  in  regard 
to  prompt  payment  of  drafts  drawn  upon 
them. 

(3)  The  quality  of  the  supporting 
documents  offered  with  the  draft. 

(4)  The  degree  of  ease  with  which 
necessary  foreign  exchange  conversion 
can  be  made,  or  the  extent  to  which 
foreign  currency  exposure  may  be.  • 
hedged  by  forward  or  future  contracts. 

(5)  The  reputation  arid  financial 
strength  of  the  exporter. 

(e)  The  banks  may  establish  foreign 
trade  receivable  financing  programs  by 
which  eligible  parties  pledge  collections 
to  the  bank,  and  then  may  borrow  from 


the  bank  up  to  a  stated  maximum 
percentage  of  the  total  amount  of 
receivables  pledged  at  any  one  time. 

(f)  When  financing  foreign  trade 
receivables,  the  banln  shall  take  such 
precautions  and  obtain  such  credit 
information  as  necessary  to  ascertain 
that  all  parties  to  the  transactionfs) 
being  financed  are  reputable  and 
capable  of  performing  their 
responsibilities  under  the  contract  of 
sale. 

(g)  When  financing  foreign  trade 
receivables,  the  banks  shall  determine 
that  all  shipments  are  covered  by 
maritime  insurance  while  on  the  high 
seas. 

(h)  Countries  where  credit  is  to  be 
extended  will  be  analyzed  periodically 
and  systematically  on  a  centralized 
basis.  The  resulting  country  studies  will 
be  disseminated  to  all  banks  for 
cooperatives  to  be  used  as  inputs  in 
credit  grading  decisions. 

§  614.4710  Bankers  acceptance  financing. 

The  Fiscal  Agency  is  authorized  to 
accept  drafts  or  bills  of  exchange  drawn 
upon  banks  for  cooperatives.  With  the, ^ 
exception  of  acceptances  eligible  for 
purchase  by  the  Federal  Reserve  Banks 
under  the  direction  and  regulation  of  the 
Federal  Open  Market  Committee  and 
rediscounted,  acceptances  shall  be 
subject  to  the  provisions  of  S§  614.4350, 
614.4354,  and  614.4360  of  the  Regulations 
for  Banks  and  Associations  of  the  Farm 
Credit  System,  and  must  be  combined 
with  any  other  loans  to  the  account 
party  by  the  banks  for  cooperatives  for 
the  purpose  of  applying  the  lending 
limits  of  S  614.4354. 

(a)  District  Banks  for  Cooperatives. 

(1)  'l^e  Fiscal  Agency’s  authority  to 
accept  drafts  at  bills  of  exchange 
includes  the  authority  to  accept  drafts  or 
bills  of  exchange  drawn  upon  a  district 
bank  for  cooperatives  having  not  more 
than  6  months  sight  to  run,  exclusive  of 
days  of  grace,  that  are  derived  fiom 
transactions  involving  the  importation 
or  exportation  of  agricultural 
commodities,  farm  supplies  or  aquatic 
products  from  the  United  States;  or  are 
derived  fi'om  transactions  involving  the 
domestic  shipment  of  goods  that  were 
produced  from  agriculture  or 
commercial  fishing  or  that  have  an 
agriculturally  or  aquatically  related 
purpose;  or  are  secured  at  the  time  of 
acceptance  by  title  covering  readily  ,  . 
marketable  staples. 

(i)  The  dollar  amount  of  such 
acceptances  outstanding  at  any  one  time 
to  any  one  borrower*  explosive  of 
participations  sold  to  others,  shall  be- 
limited  to  10  percent  of  the  net  worth  of 
a  district  bank  for  cooperatives  as  of  the 


51880  Federal  Register  /  Vol.  46,  No.  204  /  Thursday.  October  22.  1981  /  Rules  and  Regulations 


preceding  June  30  or  December  31, 
whichever  is  more  recent,  or  an  interim 
date  determined  by  the  Farm  Credit 
Administration  as  a  result  of  material 
changes  in  a  beuik's  net  worth.  However, 
if  such  acceptances  are  secured  either 
by  attached  documents  or  by  some  other 
actual  security  growing  out  of  the  same 
transaction  as  the  acceptance,  the  10- 
percent  limit  shall  not  apply. 

(ii)  The  sum  of  all  acceptance 
liabilities  outstanding  described  in 
paragraph  (a)(1),  exclusive  of 
participations  sold  to  others,  issued  to 
all  borrowers  shall  not  exceed  100 
percent  of  the  bank  for  cooperatives’  net 
worth  but  the  aggregate  of  acceptances 
growing  out  of  domestic  transactions 
shall  not  exceed  50  percent  of  net  worth 
calculated  on  the  date  indicated  in 
paragraph  (a)(l)(i)  of  this  section. 

(2)  The  limit  specified  in  paragraph 

(a)(l)(ii)  of  this  section  is  separate  from 
and  in  addition  to  the  lending  limits  of 
S  614.4354  of  the  regulations  if  the 
acceptances  are  re^scounted. 

(3)  During  any  period  within  which  a 
bank  for  cooperatives  holds  its  own 
acceptance,  having  given  value  therefor, 
the  amount  diereof  shall  be  included 
against  the  S  614.4354  lending  limits  of 
the  customer  for  whom  the  acceptance 
was  made. 

(4)  The  terms  and  requirements  for  the 
offering  and  purchase  of  participations 
in  acceptance  financing  shall  be  the 
same  as  those  for  loans  issued  under 

S  614.4334  of  the  regulations. 

(5)  When  acceptances  denominated  in 
foreign  currencies  are  not  funded  in  the 
same  currency,  the  bank  for 
cooperatives  will  take  corresponding 
action  to  minimize  foreign  exchange 
risk. 

(b)  Central  Bank  for  Cooperatives.  (1) 
Drafts  and  bills  of  exchange  discounted 
directly  by  the  Central  Ba^  for 
Cooperatives  at  any  one  time,  exclusive 
of  participations  sold  to  others,  shall  not 
exceed  the  acceptance  limit  percentage 
prescribed  in  paragraph  (a)(l)(i)  of  this 
section  for  district  banks  for 
cooperatives. 

(c)  Total  system.  Liabilities  for  drafts 
accepted  at  any  one  time  from  all  the 
district  banks  for  cooperatives  and  the 
Central  Bank  for  Cooperatives  shall  not 
exceed  100  percent  of  the  combined  net 
wojth  of  the  banks  for  cooperatives. 
However,  the  aggregate  of  acceptances 
growing  out  of  domestic  transactions 
shall  not  exceed  50  percent  of  net  worth. 
Discounted  acceptances  outstanding  at 
any  one  time  to  any.  one  borrower  from 
one  or  more  district  banks  for 
cooperatives  and  the  Central  Bank  for 
Cooperatives,  exclusive  of 
participations  sold  to  institutions  other 
than  banks  for  cooperatives,  shall  not 


exceed  the  percentage  specified  in 
paragraph  (a)(1)  of  this  section  applied 
to  the  combined  net  worth  of  the  banks 
for  cooperatives.  Acceptances  created 
or  discounted  within  previously 
established  limits  that  have  become 
excessive  because  of  changes  in 
accepting  and/or  discounting  limits 
prescribed  herein  may  be  held  and 
liquidated  in  accordance  with  terms 
individually  specified  by  the  Farm 
Credit  Administration. 

(d)  Purchase  of  Participations  in 
Bankers  Acceptances.  (1)  A  district 
bank  for  cooperatives  shall  determine 
limits  on  purchasing  participations  in 
discounted  acceptances  of  another  bank 
for  cooperatives  on  the  same  basis  as 
prescribed  in  §  614.4354  of  the 
regulations  for  purchasing  participations 
in  loans  of  ano^er  bank  for 
cooperatives. 

(2)  Participations  in  discounted 
acceptances  shall  be  offered  in 
accordance  with  §  614.4334  of  the 
regulations. 

(e)  Fiscal  Agency.  All  acceptances 
created  by  the  13  banks  for  cooperatives 
shall  be  physically  accepted  by  the 
Fiscal  Agency  when  intended  for 
rediscount. 

§  614.4720  Letters  of  credit 

The  banks  for  cooperatives,  under 
policies  determined  by  the  board  of 
directors  and  approved  by  the  Farm 
Credit  Administration,  may  issue, 
advise,  or  confirm  import  or  export 
letters  of  credit  in  accordance  with  the 
Uniform  Commercial  Cbde,  or  the 
Uniform  Customs  and  Practice  for 
Documentary  Credits,  to  or  on  behalf  of 
its  customers.  Until  such  individual 
district  bank  board  policies  are 
approved  by  the  Farm  Credit 
Administration,  the  Central  Bank  for 
Cooperatives  will  issue,  advise,  or 
confirm  import  or  export  letters  of  credit 
on  behalf  of  the  district  banks  for 
cooperatives.  In  addition,  as  a  matter  of 
sound  banking  practice,  letters  of  credit 
shall  be  issued  in  conformity  with  the 
following:  (a)  Each  letter  of  credit  shall 
conspicuously  state  that  it  is  a  letter  of 
credit,  or  be  conspicuously  entitled  as 
such. 

(b)  The  letter  of  credit  shall  contain  a 
specified  expiration  date  or  be  for  a 
definite  term. 

(c)  The  letter  of  credit  shall  contain  a 
sum  certain. , 

(d)  The  bank’s  obligation  to  pay 
should  arise  only  upqn  fulfilling  the  . 
terms  and  conditions  as  specified  in  the. .. 
letter  of  credit.  The  bank  must  not  be  . 
called  upon  to  determine  questions  of. 
fact  or  law  at  issue  between  the  account 
party  and  the  beneficiary. 


(e)  The  bank’s  customer  should  have 
an  unqualified  obligation  to  reimburse 
the  bank  for  payments  made  under  the 
letter  of  credit. 

(f)  All  letters  of  credit  shall  be 
irrevocable. 

(g)  The  bank  shall  charge  a  fee  for 
either  issuing  or  confirming  a  letter  of 
credit. 

§  61 4.4800  Guarantees  and  contracts  of 
suretyship. 

A  bank  for  cooperatives,  under  a 
policy  approved  by  the  bank’s  board  of 
directors  and  the  Farm  Credit 
Administration,  may  lend  its  credit,  be 
itself  a  surety  to  indemnify  another,  or 
otherwise  become  a  guarantor  if  an 
eligible  cooperative  substantially 
benefits  from  the  performance  of  the 
transaction  involved.  A  bank  for 
cooperatives  may  guarantee  the  debt  of 
eligible  cooperatives  and  foreign  parties 
or  otherwise  agree  to  make  payments  on 
the  occurrence  of  readily  ascertainable 
events  if  the  guarantee  or  agreement 
specifies  a  maximum  monetary  liability. 
Guarantees  may  be  secured  or 
unsecured,  and  can  include,  but  are  not 
limited  to,  such  events  as  nonpayment 
of  taxes,  rentals,  customs  duties,  costs 
of  transport  and  loss  or 
nonconformance  of  shipping  documents. 
The  bank’s  customer  shall  have  an 
unqualified  obligation  to  reimburse  the 
bank  for  payments  made  under  a  , 
guarantee. 

§614.4610  Standby  letters  Of  credit 

(a)  The  banks  for  cooperatives  are 
authorized  to  issue  on  behalf  of  parties 
eligible  for  financing  under  regulations 
§  614.4120  standby  letters  of  credit  that 
represent  an  obligation  to  the 
beneficiary  on  the  part  of  the  issuer: 

(1)  To  repay  money  borrowed  by, 
advanced  to.  or  for  the  account  of  the 
account  party,  or 

(2)  To  make  payment  on  account  of 
any  indebtedness  undertaken  by  the 
account  party,  or 

(3)  To  make  payment  on  account  of 

'  any  default  by  the  account  party  in  the 
performance  of  an  obligation. 

(b)  As  a  matter  of  sound  banking 
practice,  banks  for  cooperatives  shall 
evaluate  applications  fqr  standby  letters 
of  credit  ofi  the  basis  of  credit  factors 
listed  in  §  614.41^  of  tHe  regulations. 

§614.4900  Foreign  exchange.  ‘ 

(a)  Before  a  bank  for  cooperatives 
may  ei^age  iii  any  financial  transaction 
which  transports  jcnonetary  instnunents: 

(1)  From  any  place  within  the  United 
States  to  or  tli^ugh  any  place  outside 
the  United  States,  or 
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(2)  To  any  place  within  the  United 
States  from  or  through  any  place  outside 
the  United  States. 

the  Farm  Credit  Administration  must 
have  already  approved  that  bank’s 
policies  governing  sudi  transactions  and 
determine  that  the  bank  has  established 
procedures  necessary  to  safeguard  the 
interests  of  the  stocl^olders  of  the  bank 
in  regard  to  such  transactions. 

(b)  Under  policies  approved  by  the 
Farm  Credit  Administration,  a  bank  for 
cooperatives  may  engage  in  currency 
exchange  activities  necessary  to  service 
individual  transactions  that  may  be 
financed  under  the  regulations 
authorizing  export,  import,  and  other 
internationally  related  credit  and 
financial  services.  These  currency 
exchange  activities  shall  not  include  any 
loans  or  commitments  intended  to 
finance  speculative  futures  transactions 
by  eligible  borrowers  in  foreign 
currencies.  The  bank  may  engage  on 
behalf  of  its  eligible  borrowers  or  on  its 
own  behalf  in  bona  fide  hedging 
transactions  and  postitions,  where  such 
transactions  or  positions  normally 
reduce  risks  in  the  conduct  and 
management  of  international  financial 
activities.  The  bank’s  policies  should 
include  established  guidelines  for. 

(1)  Net  overnight  positions,  by 
currency. 

(2)  Maturity  distribution,  by  currency, 
of  foreign  currency  assets,  liabilities, 
and  foreign  exchange  contracts. 

(3)  Outstanding  contracts  with 
individual  customers  and  banks. 

(4)  Credit  approval  procedures 
safeguarding  against  delivery  or 
settlement  risk. 

(5)  Total  value  of  outstanding 
contracts — spot  and  forward. 

(c)  A  bank  for  cooperatives  is 
responsible  for  its  compliance  with  the 
laws  of  the  United  States  in  regard  to 
reporting  requirements  of  the 
Department  of  the  Treasury  pertaining 
to  currency  exchange  activities  and 
international  transfers  of  monetary 
instruments. 

(d)  A  bank  for  cooperatives  engaged 
in  foreign  exchange  trading  shall  have 
written  policies  describing  the  scope  of 
trading  activity  authorized,  delegation  of 
authority,  types  of  services  offered, 
trading  limits,  reporting  requirements, 
and  internal  accounting  controls. 

(e)  The  bank’s  trading  guideline 
policies  should  provide  for  reporting 
procedures  adequate  to  inform 
management  properly  of  trading 
activities  and  to  facilitate  detection  of 
lack  of  compliance  with  policy  ' 
directives. 

(f)  The  bank’s  policies  shall  establish 


foreign  exchange  delivery  limits  for 
eligible  customers  with  relationship  to 
the  customer’s  financial  capability  to 
bear  the  financial  risks  assumed.  The 
bank  will  be  expected  to  maintain 
documentary  evidence  that  a  customer’s 
delivery  exposure  is  reasonable,  and 
that  responsible  bank  ofiicers  routinely 
review  outstanding  delivery  exposure  of 
individual  customers. 

(g)  The  bank’s  personnel  policies  shall 
include  written  standards  of  conduct  for 
those  involved  with  foreign  exchange 
activities,  including  the  following  which 
should  be  prohibited: 

(1)  Trading  with  entities  affiliated 
with  the  bank  or  with  members  of  the 
board  of  directors. 

(2)  Foreign  exchange  and  deposit 
transactions  with  other  bank  employees. 

(3)  Personal  business  relationships 
with  foreign  exchange  and  money 
brokers  with  whom  the  bank  deals. 

(h)  The  bank’s  policies  should  provide 
detailed  instructions  regarding  the  need 
for  bank  officers  to  disclose  the  limits  of 
responsibility  and  liability  of  the  bank 
when  it  holds  positions  or  executes 
contracts  for  the  accoimt  of  eligible 
parties.  The  bank’s  policies  regarding 
the  respective  procedures  should 
provide  reasonable  assurance  that 
reports  on  trading  activities  are  current 
and  complete,  and  that  the  opportunity 
for  concealment  of  unauthorized 
transactions  is  kept  at  the  absolute 
minimum. 

(i)  The  13  banks  for  cooperatives  shall 
use  the  Fiscal  Agency  for  purposes  of 
trading  foreign  exchange.  All  foreign 
exchange  transactions  shall  be  made  by 
the  Fiscal  Agency  on  behalf  of  the  banks 
consistent  with  instructions  received 
fiom  the  respective  bank. 

'  (j)  Guidelines  (b)  through  (i)  of  this 
section  will  not  apply  if  a  bai^ 
purchases  or  sells  foreign  exchange 
through  a  commerical  bank  and  has  no 
foreign  exchange  risk  exposure. 

PART  615— FUNDING  AND  FISCAL 
AFFAIRS,  LOAN  POLICIES  AND 
OPERATIONS,  AND  FUNDING 
OPERATIONS 

Subpart  G— Deposit  of  Funds 

7.  Section  615.5190  is  revised  to  read 
as  follows: 

§615.5190  General. 

(a)  Federal  land  banks  and  Federal 
land  bank  associations.  Federal 
intermediate  credit  banks  and 
production  credit  associations,  and 
banks  for  cooperatives  may  deposit 
'  securities  and  current  funds  with  and 
receive  interest  from  any  member  bank 
of  the  Federal  Reserve  System  or  any 


insured  State  nonmember  bank  as 
defined  in  section  3  of  the  Federal 
Deposit  Insurance  Act.  Federal  land 
bank  associations  and  production  credit 
associations  also  may  deposit  funds 
with  their  supervisory  bank.  ’ 

(b)  The  banks  for  cooperatives  also 
may  deposit  securities  and  current  funds 
with  and  receive  interest  from  any 
foreign  or  domestic  financial 
organization  as  may  be  authorized 
under  policies  adopted  by  the  banks’  • 
boards  of  directors  and  approved  by  the 
Fam  Credit  Administration  to  the 
extent  necessary  to  facilitate 
transactions  described  under 
§  614.4080(d)  of  these  regulations,  except 
that,  to  the  extent  such  deposits  are 
invested  in  instruments  approved  under 
§  615.5140  of  these  regulations,  they  may 
not  be  invested  in  foreign  funds.  The 
sum  of  deposits  placed  by  a  bank  for. 
cooperatives  wi  A  financial 
organizations  as  authorized  under  the 
foregoing  shall  not  exceed  10  percent  of 
the  aggregate  bank  for  cooperatives’ 
total  net  worth  for  a  period  of  more  than 
30  calendar  days,  and  shall  be  made 
only  by  the  Central  Bank  for 
Cooperatives  on  behalf  of  the  district 
bank  for  cooperatives. 

8.  Section  615.5370  is  amended  by 
adding  (d)  to  read  as  follows: 

Subpart  L— Distribution  of  Earnings 

§  615.5370  Banks  for  cooperatives’ 
earnings. 

*  *  *  *  * 

(d)  A  bank  may  conduct  certain 
transactions  on  a  patronage  basis  and 
others  on  a  nonpatronage  basis. 
Reasonable  equity  shall  exist  among  the 
parties  involved  in  patronage  and 
nonpatronage  transactions  including, 
but  not  limited  to,  an  equitable 
allocation  of  expenses.  Each  bank  shall 
provide  for  an  equitable  method  of 
allocating  patronage  earnings  in  a 
manner  consistent  with  bank  bylaws. 

9.  A  new  subpart  Q  consisting  of 

§  615.5550  is  added  to  read  as  follows: 

Subpart  Q — Bankers  Acceptances 

§6)5.5550  Bankers  acceptances. 

Subject  to  the  provisions  of  subpart 
614,  banks  for  cooperatives  may  - 
rediscount  with  oUier  purchasers  the 
acceptances  they  have  created.  The 
bank  board,  under  policies  approved  by 
the  Farm  Credit  Administration,  may 
delegate  this  authority  to  bank 
management. 
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(Secs.  5.9,  5.12,  5.18,  Pub.  L  92-181,  85  Stat. 
619,  620,  621  (12  U.S.C.  2243,  2246  and  2252)) 
C.  T.  Fredrickson, 

Acting  Governor. 

|FR  Doc.  81-30663  Fiieil  10-21-61:  ftlS  iim) 

BILLING  CODE  670S41-M 


12  CFR  Part  614 

Loan  Policies  and  Operations 

agency;  Farm  Credit  Administration. 
action:  Final  rule. 

summary:  The  Farm  Credit 
Administration,  by  its  Federal  Farm 
Credit  Board,  adopts  and  publishes  new 
and  amended  regulations  which 
implement  those  provisions  of  the  Farm 
Credit  Act  Amendments  of  1980  (Pub.  L. 
96-592),  which  expand  the  authority  for 
financing  institutions,  other  than  Farm 
Credit  System  institutions,  to  borrow 
from  and  discount  with  the  Federal 
intermediate  credit  banks  of  the  Farm 
Credit  System. 

EFFECTIVE  DATE:  Subject  to  two-House 
congressional  veto  as  explained  in  the 
Supplementary  Information,  notice  of 
actual  effective  date  will  be  published. 
FOR  FURTHER  INFORMATION  CONTACT. 
Larry  H.  Bacon,  Deputy  Governor,  Office 
of  Administration,  Farm  Credit 
Administration,  490  L’Enfant  Plaza  East, 
S.W..  Washington.  DC  20578,  (202-755- 
2181). 

SUPPLEMENTARY  INFORMATION:  On  July 
7, 1981,  the  Farm  Credit  Administration 
noticed  and  proposed  for  public 
comment  new  and  amended  regulations 
to  12  CFR  Part  614  which  would  expand 
the  authority  for  financing  institutions 
other  than  Farm  Credit  System 
institutions  to  borrow  horn  the  Federal 
intermediate  credit  banks  of  the  Farm 
Credit  System  (46  FR  35112-35115).  For 
purposes  of  this  supplementary 
information,  certain  terms  are 
designated  as  follows:  Farm  Credit 
Administration  (FCA),  Federal  Farm 
Credit  Board  (Federal  Board),  Farm 
Credit  System  (System),  Federal 
intermediate  credit  bank  (FICB), 
production  credit  association  (TCA), 
Farm  Credit  Act  Amendments  of  1980 
(1980  Amendments),  and  Farm  Credit 
Act  of  1971,  as  amended,  12  U.S.C.  2001, 
et  seq.  (Act).  The  new  or  amended 
sections  of  12  CFR  Part  614  are: 
§§614.4540,  614.4545,  614.4550,  614.4555, 
614.4560,  614.456S^614.4570,  614.4580, 
614.4590,  614.4600,  614.4610, 614.4620, 
614.4630,  614.4640, 614.4650,  and 
614.4660. 

Eighteen  sources  provided  comments 
on  the  proposed  regulations.  The 
commentators  were:  seven  OFIs,  four 


System  banks,  four  trade  associations, 
two  Congressmen,  and  one  law  firm. 
These  18  sources  provided  66  specific 
comments.  In  view  of  the  comments 
received  on  the  proposed  regulations, 
the  final  OFI  relations  contain  two 
additional  sections.  Section  614.4,540 
contains  definitions  of  the  terms  used  in 
the  OFI  regulations,  and  §  614.4660 
establishes  the  basis  for  determining  the 
FICB  with  which  an  eligible  OFI  having 
loans  in  more  than  one  Farm  Credit 
district  will  be  eligible  to  obtain  credit. 

A  number  of  comments  were  received 
which  indicated  that  certain  provisions 
in  §  §  614.4545  and  614.4550  of  the 
proposed  regulations  were  subject  to 
various  interpretations,  some  of  which 
were  inconsistent  with  the  statute  or  the 
intent  of  the  Federal  Board.  To  correct 
this  problem,  §  §  614.4545  and  614.4550 
have  been  restructured  in  a  manner 
which  will  facilitate  the  interpretation 
and  administration  of  the  criteria  and 
procedures  provided  in  those  sections. 

In  response  to  issues  raised  regarding 
the  meaning  of  several  terms  used  in  the 
proposed  regulation,  the  final 
regulations  contain  a  new  §  614.4540 
setting  forth  definitions  of  certain  terms 
used  in  the  OFI  regulations.  The 
following  terms  are  defined:  “affiliate”, 
“subsidiary”,  “depository  institution”, 
“other  financing  institution”,  “national 
money  markets”,  and  “regional  money 
markets”.  Although  the  definitions  are 
self-explanatory,  it  is  important  to 
understand  the  background  for  the 
broad  definition  of  “affiliate”  and  the 
limited  purpose  for  which  the  definition 
is  used. 

During  consideration  of  the  1980 
Amendments,  Congress  expressed 
concern  that  a  lending  institution  which 
would  otherwise  be  unable  to  meet  the 
criteria  for  access  to  an  FICB  as  a 
supplemental  source  of  credit  might  be 
able  to  circumvent  the  statute  by  - 
forming  an  affiliated  entity  whidi  would 
be  itself  eligible  for  access.  At  the  same 
time.  Congress  did  not  wish  to  deny 
access  to  an  OFI  merely  because  it  was 
a  subsidiary  or  affiliate  of  another 
entity.  Congress  addressed  both  of  these 
concerns  by  authorizing  the  FICB  to 
which  a  request  for  access  is  made  to 
review,  on  a  case-by-case  basis,  the 
total  relationship  of  the  OFI  and  its 
subsidiaries  and  affiliates  for  the 
purpose  of  determining  whether  the 
eligibility  criteria  should  be  applied  to 
the  OFI  alone  m  to  the  OFI  in 
combination  with  its  subsidiaries  and 
affiliates.  , 

FCA  has  determined  that  compliance 
with  this  statutory  purpose  can  best  be 
achieved  through  a  two-step  analysis. 
Under  §  6144545(c)  an  FICB  will:  (1) 
identify  the  subsidiaries  and  affiliates  of 


an  OFI  and  (2)  analyze  the  relationship 
between  the  OFI  and  its  subsidiaries 
and  affiliates  to  determine  whether  the 
OFI  should  be  considered  alone,  or 
together  with  its  subsidiaries  and  i 
affiliates  as  a  combined  entity,  for  the 
purpose  of  applying  eligibility  criteria. 
“Affiliate”  is  defined  in  §  614.4540  to 
include  all  persons  and  entities  who 
own,  control,  or  can  vote  any  voting 
stock.  The  definition  is  necessarily 
broad  to  assure  that  congressional 
concern  regarding  circumvention  of  the 
statute  is  addressed.  The  definition  of 
“affiliate”  is  significant  only  to  the  first 
step  of  the  two-step  analysis  and  is 
designed  to  ensure  that  the  FICB 
examines  the  entire  ownership  and 
control  structure  character  of  the  OFI. 

After  the  ownership  and  control 
structure  of  the  OFI  has  been  identified, 
the  FICB  will  proceed  to  the  second 
step.  This  requires  the  FICB  to  analyze 
and  identify  the  existence  and  extent  of 
consolidated  stock  ownership,  common 
management  and  employees,  common 
directors,  contractual  and  correspondent 
relationships,  prior  business  dealings, 
and  liability  interrelationships.  (This 
last  consideration,  which  includes, 
among  other  things,  an  analysis  of  fund 
flows  between  the  entities,  will  be  of 
critical  importance  when  the  OFI  is 
owned  by  one  or  more  financial 
intermediates.)  Applying  these  factors, 
the  FICB  will  determine  whether  the  OFI 
should  be  considered  as  an  individual 
entity  or  together  with  those  who  own 
and  control  it  as  a  combined  entity.  This 
determination  to  consider  the  OFI  as  an 
individual  ora  combined  entity  will  then 
be  used  consistently  in  the  application 
of  the  eligibility  criteria  established  in 
the  Act  and  developed  in  the  regulations 
for  determining  eligibility  for  access  to 
an  FICB. 

There  were  six  comments  on  these 
provisions  of  the  proposed  regulation 
now  contained  in  §614.4545.  Four 
editorial  suggestions  were  adopted.  The 
editorial  changes  clarity  that  the 
applicable  provisions  of  §  §  614.4545  and 
614.4550  must  be  met  by  all  OFIs 
requesting  access  to  credit  from  FICBs 
and  that  producers  or  harvesters  of 
aquatic  products  will  receive  the  same 
consideration  as  farmers  and  ranchers. 
A  commentator  suggested  that  the 
regulations  should  distinguish  between 
the  obligation  of  the  FICBs  to  grant 
access  to  OFIs  and  their  authority  to 
grant  access  under  other  circumstances. 

The  final  regulation  has  been 
‘  restructured  to  present  a  more  flexible 
approach  to  this  issue.  The  Federal 
Board  believes  that  in  practice,  the 
difference  between  the  obligation  and  . 
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the  authority  of  FICBs  will  be 
administrative  rather  than  regulatory. 

Another  commentator  suggested  that 
the  criteria  for  access  are  too  restrictive 
and  that  they  can  be  interpreted  and 
applied  differently  by  the  various  FICBs. 
Ihe  Federal  Board  believes  that  the 
regulation  accurately  reflects  the  intent 
of  Congress  and  does  not  impose 
unnecessary  restrictions.  The  regulation 
does  provide  for  some  flexibility  in  its 
application:  however,  such  flexibility  is 
necessary  to  accommodate  the  many 
different  types  and  structures  of  OFIs 
which  can  be  expected  to  apply  for 
access.  At  the  same  time,  the  automatic 
review  procedures  provided  in 
§  614.4555  will,  in  operation,  prevent 
inconsistent  application  of  the  criteria 
among  the  various  Farm  Credit  districts. 

Regarding  the  provisions  of  the 
proposed  regulations  now  contained  in 
$  614.4550, 15  comments  were  received 
from  10  soiut:es.  One  commentator 
raised  several  issues  which  were 
premised  on  a  belief  that  the  regulation 
was  silent  on  the  eligibility  criteria  for 
nonaffiliated  credit  corporations.  The 
premise  for  this  concern  is  unfounded 
since  the  regulation  does  address 
eligibility  standards  for  nonaffiliated 
corporations  in  §§614.4545  and 
614.4550(a)(1),  (2),  (4),  and  (5).  It  was 
also  suggested  that  the  regulation  should 
clearly  address  the  authority  to  finance 
large  publicly  held  financfhg  institutions 
or  holding  companies.  The  regulations 
dted  above  clearly  address  the 
eligibility  of  such  OFIs  by  imposing  the 
same  eligibility  criteria  on  all  OFIs.  If 
the  criteria  are  met,  an  OFI  will  be 
eligible  for  access,  regardless  of  its  size. 

A  general  comment  was  received  to 
the  effect  that  FICBs  have  a 
responsibility  for  providing  a  continuous 
source  of  credit  to  eligible  borrowers. 

The  commentator  believes  that  the  focus 
of  the  regulations  should  therefore  be  on 
defining  the  System’s  responsibility  to 
serve  borrowers,  rather  than 
distinguishing  between  the  financial 
institutions  which  do  the  lending.  This 
comment  is  inconsistent  with  the  1980 
Amendments  since  Congress  clearly 
differentiated  between  rcAs  and  OFIs 
in  defining  the  responsibility  of  the 
System  to  provide  credit  The 
regulations  implement  specific  statutory 
provisions  which  establish  eligibility 
criteria  applicable  to  OFIs. 

Regarding  §  614.4550(a)(1),  the  same 
commentator  stated  that  it  would  be 
arbitrary  to  impose  an  eligibility 
criterion  on  an  OFI  requiring  that  15 
percent  of  its  total  loans  be  for 
agricultural  purposes.  The  Federal  Board 
disagrees  with  this  comment.  The  15- 
percent  requirement  was  endorsed  by 
Congress  during  consideration  of  the 


1980  Amendments  and  is  consistent  with 
the  purposes  of  section  2.3  of  the  Act.  It 
represents  a  significant  liberalization 
fi'om  the  25-percent  requirement 
imposed  administratively  under  the 
prior  law,  yet  establishes  a  reasonable 
threshold  by  which  an  OFI’s 
commitment  to  agriculture  can  be 
judged. 

Several  commentators  suggested  that 
for  the  piupose  of  determining  whether 
the  15-percent  requirement  has  been 
met,  the  term  “agricultural  or  aquatic 
loans”  should  include  agricultural  real 
estate  loans.  Similarly,  it  was  suggested 
that  feum  leasing  also  be  included.  Both 
suggestions  were  incorporated  in  the 
final  regulation.  However,  a  suggestion 
that  loan  participations  be  included  in 
that  term  was  rejected  because  section 
2.3  of  the  Act  requires  that  an  OFI 
demonstrate  a  need  for  sources  of  funds 
to  meet  the  credit  requirements  of  its 
agricultural  or  aquatic  borrowers.  Loan 
participations  do  not  evidence  that  need 
since  they  involve  the  borrowers  of 
another  lender. 

A  suggestion  that  the  15-percent 
criterion  be  liberalized  in  those  Farm 
Credit  districts  where  agriculture 
represents  a  nondominant  industry  was 
rejected  based  on  the  Federal  Boakl’s 
belief  that  such  an  approach  would,  in 
equity,  require  a  corresponding  increase 
in  the  percentage  criterion  in  those 
districts  where  agriculture  is  dominant 
Such  variations  would  be  inconsistent 
with  the  Federal  Board’s  belief  that  the 
criterion  should  represent  a  basic 
nationvdde  standard.  ’The  Federal  Board 
also  noted  that  the  final  regulation  does 
afiord  flexibility  for  certain  instances 
where  the  15-percent  test  is  not  met. 

With  respect  to  §  614.4550(a)(1),  a 
commentator  suggested  that  the  last 
sentence  be  clarified  to  distinguish 
between  financing  the  sale  of  products 
and  financing  the  operational  needs  of 
eligible  farmers,  ranchers,  and 
fishermen.  The  Federal  Board  believes 
that  this  distinction  is  already  clear 
based  on  the  regulation  and  Uie  manner 
in  which  it  will  be  applied,  since  both 
will  require  an  exar^ation  of  the 
nature  of  the  credit  extended  by  the  OFI. 

As  to  §  614.4550(a)(3),  three 
commentators  expressed  opinions 
relating  to  the  60-percent  loan-to-deposit 
ratio  requirement  One  commentator 
suggested  that  the  60-percent  loan-to- 
deposit  ratio  be  used  only  as  a  starting 
point  for  determining  an  OFI’s 
commitment  of  funds.  It  also  suggested 
that  the  percentage  should  be  based  on 
the  highest  average  for  3  of  the  prior  5 
years.  One  commentator  viewed  the 
requirement  as  vague  and  subjective, 
but  suggested  that  if  the  regulation  was 
modified  to  make  a  clearer  distinction 


between  the  authority  and  the  obligation 
of  an  FICB,  the  problem  could  be 
resolved.  One  considered  the 
requirement  too  high  for  some  areas, 
and  another  suggested  that  the 
regulation  should  provide  an  exception 
for  situations  when  the  ratio  falls  due  to 
conditions  beyond  management’s 
control. 

The  Federal  Board  does  not  consider 
§  614.4550(a)(3)  vague  and  subjective. 

For  situations  where  a  bank  fails  to 
meet  the  criterion  because  of  economic 
decline,  the  regulation  provides  an 
exception  if  the  OFI  has  maintained  a 
loan-to-deposit  ratio  equivalent  to  the 
ratio  in  depository  institutions  of 
comparable  size  in  the  district.  The 
Federal  Board  believes  this  exception 
adequately  addresses  the  need  for 
flexibility.  In  response  to  the  comment 
that  the  requirement  is  too  high,  the 
Federal  Board  believes  a  60-percent 
ratio  is  justified  since  it  was  selected  on 
the  basis  of  statistical  data  which 
indicate  that  banks  can  and  do  operate 
effectively  with  ratios  higher  than  60 
percent  'The  criterion  is  well  below  the 
loan-to-deposit  ratio  standard  at  which 
bank  regulators  typically  express 
concern  as  to  the  appropriate  and 
efficient  operation  of  a  commercial 
bank. 

With  respect  to  §  614.4550(a)(4).  a 
commentator  suggested  that  the 
regulation  should  restrict  the  upper  size 
of  the  originating  commercial  bank  to 
one  with  no  more  than  $250,000,000  in 
assets,  with  authority  for  an  FIQ3  to 
^prove  exceptions.  It  also 
recommended  opening  the  discount 
privilege  to  unit  banks  which,  although 
members  of  holding  companies,  do  not 
use  the  holding  company  as  a  means  of 
accessing  regional  or  national  money 
markets. 

The  first  suggestion  was  not  accepted 
because  the  Federal  Board  does  not 
believe  it  is  appropriate  to  establish  a 
limit  on  asset  size.  This  concliision  is 
supported  by  testimony  given  and 
comments  made  during  congressional 
consideration  of  the  1980  Amendments. 
The  Federal  Board  recognizes  that  in 
practice  the  application  of  eligibility 
criteria  may,  in  some  circumstances, 
have^the  efiect  of  limiting  access  topFIs 
based  on  the  amount  of  assets;  however, 
this  result  will  vary  from  one  part  of  the 
country  to  another  to  accommodate 
dii^erent  operating  conditions.  With 
respect  to  holding  company  affiliates, 
the  issue  is  not  whether  an  affiliate  uses 
the  holding  company,  but  whether  it  is 
able  to  do  so  as  a  r^ular  part  of  its 
funding  mechanism.  It  should  be  noted 
that  this  is  only  one  of  several  questions 
which  must  be  addressed  in  determining 
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under  §  614.4545(c)  whether  the  OFI  will 
be  considered  together  with  its  affiliates 
for  purposes  of  meeting  the  eligibility 
criteria. 

A  commentator  expressed  concern 
that  §  614.4550(a)(4)  is  already  being 
applied  prior  to  adoption  of  the  final 
regulation.  It  cited  an  example  wherein 
an  OFI’s  request  for  access  was  rejected 
by  an  FICB  because  the  OFI  sold  Fed 
funds.  The  sale  of  Fed  funds  will  not  be 
a  basis  in  itself  for  rejection  under  the 
final  regulations. 

Several  comments  were  received  from 
OFls  which  have  established 
relationships  with  FICBs  and  are 
concerned  that  they  will  now  be  denied 
access  since  they  are  not  able  to  comply 
with  the  eligibility  criteria  in  the  final 
regulations.  This  concern  is  unfounded 
since  §  614.4550(b)  makes  clear  that 
OFIs  which  are  eligible  and  are 
discounting  with  an  FICB  will  not  be 
subject  to  die  eligibility  criteria  in  these 
regulations  if  they  do  not  make  material 
changes  in  their  operations  or 
ownerships.  However,  they  will  be 
subject  to  the  other  provisions  in  these 
regulations. 

Four  commentators  addressed 
§  614.4555.  One  noted  that  the  review 
provision  goes  beyond  the  requirements 
of  the  statute  and  suggested  the 
provision  be  modified  to  delete  any 
notice  and  hearing  requirements. 
Another  suggested  the  need  for  more 
certainty  in  the  process  with  respect  to 
the  time  period  allowed  and  the 
availability  of  independent  arbitrators. 

The  first  comment  was  correct  in  its 
assessment  that  the  statute  and  the 
legislative  history  do  not  require  notice 
and  hearing  in  conjunction  with  FCA 
review  of  a  denial  of  a  request  for 
access.  The  regulation  has  been 
restructured  a^  clarified  to  avoid  that 
interpretation.  The  Federal  Board 
recognizes  the  need  for  the  fair  and 
consistent  administration  of  eligibility 
determinations,  and  the  important 
supervisory  role  of  FCA  in  assuring  that 
all  OFIs  requesting  access  are  properly 
considered  under  the  eligibility 
standards  established  in  the  law  and 
regulations,  and  that  any  incorrect 
eligibility  determination  is  revised 
regardless  of  the  tenacity  of  the 
requesting  OFI.  To  achieve  that  result 
the  regulation  provides  for  automaticr 
FCA  review  of  all  negative 
determinations  by  FICBs  and 
establishes  FCA  as  the  final  authority 
for  eligibility  determinations.  In  this 
manner  the  regulation  assures  that  the 
eligibility  criteria  will  be  applied 
uniformly  within  the  various  districts 
and  that  denials  of  access  will  be 
consistent  with  the  law  and  regulations. 
If.  following  FCA  review,  an  OFI  is 


denied  access,  it  will  be  notified  by  the 
FICB  of  such  denial  and  the  reasons 
therefor.  The  OFI  may  thereafter  submit 
to  the  FICB  a  new  request  for  access 
which  it  believes  responds  to  the 
deficiencies  cited.  It  should  be  noted 
that  the  scope  of  FCA  review  ui)der  the 
regulations  will  encompass  all  denials  of 
access  based  on  eligibility,  not  just 
those  denials  based  on  affiliations  wUh 
other  entities. 

There  were  20  comments  on 
§  614.4560.  With  respect  to  subsection 
(a),  one  commentator  stated  that  there  is 
no  stated  requirement  for  maintaining 
reasonable  credit  quality,  except  in 
§  614.4560(a)(3).  The  Federal  Board 
believes  that  requirements  regarding 
credit  quality  are  dealt  with  adequately 
in  several  sections  of  the  final 
regulations — including  §  §  614.4545, 
614.4550,  and  614.4560. 

Regarding  §  614.4560(b)(1),  a 
commentator  suggested  that  the 
regulations  should  contain  a  $500,000 
minimum  capital  requirement,  with 
authority  for  an  FICB  to  provide 
exceptions.  Another  commentator 
presented  an  opposite  view,  stating  that 
the  initial  capital  requirements  are  a 
major  problem  since  the  minimum 
capital  required  by  most  FICBs  is 
excessive  for  smaller  coiJtnerical  banks. 
In  response  to  the  first  comment,  the 
Federal  Board  believes  that  a  $500,000 
capital  requirement  is  substantially 
greater  than  could  be  justified  based 
upon  an  analysis  of  economic  feasibility 
or  servicing  costs  to  an  FICB.  The 
Federal  Board  believes  the  regulation  is 
responsive  to  the  second  comment,  since 
its  practical  appli^tion  will  reduce  the 
minimum  capital  requirements  for  most 
FICBs.  While  in  no  way  binding  or 
conclusive,  a  preliminary  review  by 
FCA  indicates  that  an  OFI  minimum 
capital  base  of  approximately  $250,000 
should  be  in  many  circumstances 
adequate  and  justifiable  fi'om  an  FICB 
cost  perspective  to  support  an  OFI  line 
of  credit  with  the  bank.  However,  no 
capital  standard  has  been  specified  in 
§  614.4560  in  order  to  accommodate 
inevitable  servicing  cost  variances 
among  FICBs  based  on  asset  size, 
volume  of  OFI  business,  operating 
experiences,  and  various  other  factors. 
FCA  will  review  and  monitor  FICB 
policies  relating  to  OFI  minimum  capital 
requirements  to  assure  that  they  have 
sound  justification  based  on  empirical 
cost  analyses. 

A  commentator  suggested  that  the 
regulations  should  state  when  an  OFI 
must  invest  in  the  FICB  to  which  it  seeks 
access.  It  was  also  suggested  that  the 
required  OFI  investment  in  an  FICB 
should  be  the  “actual"  average 
investment  for  PCAs  rather  than  the 


“required”  average  investment.  The 
second  suggestion  was  adopted. 
However,  the  first  suggestion  was 
rejected  since  the  requirement  is  most 
appropriately  handled  in  the  financing 
agreement  between  the  OFI  and  the 
FICB. 

As  to  the  debt-to-capital  ratio 
requirements  in  §  614.4560(a)(3),  a 
commentator  stated  that  prevailing 
capital  leveraging  is  far  less  favorable 
than  the  leveraging  permitted  for 
national  banks.  Two  commentators 
suggested  that  the  ratios  should  start  at 
5:1  and  move  upward,  based  on  . 
experience,  to  a  ratio  equal  that 
authorized  for  PCAs.  The  Federal  Board 
agress  that  the  ratio  requirement  is  more 
conservative  than  that  imposed  on 
national  banks.  However,  the 
requirement  is  consistent  with  the  basic 
thrust  of  the  law  toward  equal  treatment 
for  OFIs  and  PCAs.  It  also  believes  that 
the  10:1  maximum  ratio  established  in 
the  regulation  accomplishes  the  intent  of 
the  commentators.  Another 
commentator  suggested  that  the 
regulation  should  provide  sucb 
flexibility  as  would  permit  the 
establishment  of  debt-t(M:apital  ratios 
for  OFIs  on  a  differential  basis.  This 
suggestion  is  not  supported  by  the 
operating  history  of  OFIs  and  therefore 
no  change  was  made. 

With  respect  to  §  614.4566(b)(4),  a 
commentator  expressed  the  opinion  that 
the  subsection  compares  dissimilar 
situations  in  that  PCAs  do  not  have 
general  collateral  requirements.  This 
observation  is  correct.  However,  the 
pledging  of  all  assets  by  a  PCA  to  secure 
its  line  of  credit  from  the  bank  does 
parallel  the  general  collateral 
requirement  of  the  subsecton  and  sets  a 
workable  basis  for  comparison. 

Eleven  commentators  addressed 
§  614.4560(b)(5)  which  establishes  the 
extent  to  which  a  credit  line  must  be 
used  and  authorizes  the  imposition  of 
fees  for  failure  to  use  the  credit  .line.  The 
comments  focused  on  three  points:  (1) 
the  volatile  nature  of  agriculture  makes 
the  projections  unreliable  and 
impossible  to  administer,  (2)  a 
comparable  requirement  is  not  imposed 
on  PCAs:  and  (3)  the  requirement  does 
not  accommodate  fluctuating  credit 
needs  of  an  OFI  since  it  imposes  an 
upper  limit  on  the  amount  an  OFI  can 
borrow.  One  commentator  suggested 
that  a  2-year  projection  should  be  a 
sufficient  commitment,  while  another 
suggested  that  a  1-year  commitment  is 
more  common  in  banking  and  more  in 
line  with  what  is  required  of  PCAs.  One 
commentator  recommended  deletion  of 
the  exception  clause  in  the  regulation, 
and  another  suggested  the  need  for  an 
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editorial  change  to  clarify  the 
application  of  the  commitment  fee. 

The  proposal  was  modified  to  clarify 
the  basis  for  assessing  a  commitment 
fee.  The  fee  will  be  assessed  where 
failure  to  reach  the  projections  was 
within  the  control  of  the  OFl.  The  fee 
will  not  be  applicable  where  failure  to 
meet  the  requirements  resulted  from 
fluctuations  in  agricultural  borrowings 
caused  by  economic  conditions.  The 
final  regulation  also  reduces  the 
required  projection  period  from  3  years 
to  2  years  since  the  Federal  Board 
considers  this  a  reasonable  period 
which  is  adequate  to  achieve  the 
pinpose  of  the  law  and  the  regulation. 

In  response  to  the  second  point,  the 
regulation  and  the  authorized  fees  are 
intentionally  inapplicable  to  PCAs.  The 
potential  for  the  assessment  of  fees  is 
designed  to  discourage  OFIs  from 
“shopping"  for  credit  at  the  expense  of 
an  FICB.  Unlike  OFIs,  PCAs  have  no 
alternative  sources  of  credit  other  than 
FICBs.  Since  they  are  imable  to  seek  or 
obtain  credit  elsewhere  when  rates  are 
more  favorable,  there  is  no  need  to 
discourage  such  activity  on  the  part  of 
PCAs.  One  commentator  analogized  the 
OFl/FICB  relationship  to  bank-to-bank 
relationships,  noting  that  such 
relationships  do  not  involve 
commitment  fees.  The  Federal  Board 
views  this  characterization  as 
inaccurate.  The  relationship  between  an 
FICB  and  an  OFT  is  not  a  bank-to-bank 
arrangement  since  such  relationships 
are  normally  for  short-term  periods.  The 
FICB/OFI  relationships  are  properly 
analogous  to  bank/customer 
relationships  in  wUch  the  assessment  of 
a  commitment  fee  is  justifiable.  Several 
commentators  correctly  characterized 
the  regulation  as  providing  for  the 
establishment  of  a  maximum  line  of 
credit  As  with  any  other  borrower,  a 
maximum  would  be  established  based 
on  the  needs  and  credit  worthiness  of 
the  OFI.  The  credit  line  can  always  be 
renegotiated  if  those  needs  increase. 

Section  614.4565  establishes  OFI 
lending  limits.  A  commentator  suggested 
that  the  lending  limit  fm:  an  OFI  should 
start  at  50  percent  of  capital  and  surplus 
and  increase  thereafter  as  experience 
warrants.  One  commentate 
recommended  deleting  the  limit  entirely 
since  the  effect  of  the  provision  on  some 
OFIs  wjiich  are  not  affiliated  with 
commercial  banks  would  be  to  prohibit 
them  from  serving  several  of  their  larger 
customers.  Both  suggestions  were 
rejected  because  the  lending  limit 
imposed  in  the  regulation  is 
substantially  more  liberal  than  that 
permitted  by  any  Federal  or  State  bank 
regulatory  agencies,  and  is  consistent 


with  lending  limits  imposed  on  PCAs. 
Several  commentators  correctly 
interpret  the  regulation  to  permit  OFIs  to 
serve  borrowers  whose  needs  exceed  50 
percent  of  the  institution’s  capital 
through  participations  with  other 
lenders  or  by  obtaining  a  guarantee  on 
that  portion  of  a  loan  whi^  exceeds  the 
limit.  As  to  §  614.4590,  a  commentator 
expressed  hope  that  the  devel(^ment  of 
the  standard  general  financing 
agreement  wiU  not  delay 
implementation  of  the  final  regulations; 
that  the  agreement  will  be  standardized; 
and  that  &ere  will  be  opportunity  for 
OFI  comment  FICBs  as  a  group  will 
afford  OFIs  the  opportunity  to  comment 
on  the  general  financing  agreement  It  is 
anticipated  that  the  agreement  will  be 
available  in  draft  form  by  the  time  the 
regulations  are  efiecUve. 

One  commentator  objected  to  the 
examination  requirements  in  this 
section,  arguing  that  they  conflict  with 
the  exclusive  examination  powers  of 
bank  regulatory  agencies.  FCA  does  not 
routinely  audit  OFIs  but  the  Act  gives 
FCA  such  authority  and  requires  OFIs 
other  than  certain  State-regulated 
institutions  to  submit  to  such 
examinations  at  the  request  of  FCA. 

With  respect  to  State  banks,  trust 
companies,  and  savings  associations, 
the  Act  authorizes  FCA  to  require  such 
institutions  to  provide  FCA  access  to 
examination  reports  prepared  by 
constituted  State  authorities.  The 
regulation  has  been  modified  to  clarify 
these  statutory  obligations  and 
responsibilities. 

'iSvo  commentators  suggested  deleting 
“annual"  from  the  third  sentence  of 
§  614.4590.  This  change  was  made. 

Two  comments  were  received  on 
§  614.4610.  Under  the  regulation,  an 
eligible  OFI  can  discount  with  an  FICB 
any  loan  which  a  PCA  is  authorized  to 
msdce.  including  certain  loans  for  rural 
housing  and  farm-related  business.  The 
Federal  board  modified  the  proposal  to 
make  clear  that  the  loans  eligible  for 
discount  with  an  FICB  are  subject  to  the 
same  limitations  imposed  on  PCAs, 
including  the  requirement  that  the 
aggregate  of  rurd  housing  loans  to  an 
OFI  discoimted  with  the  FICB  cannot 
exceed  15  percent  of  the  OFTs  loan 
volume  with  the  FICB. 

One  commentator  suggested  including 
farm  leasing  obligations  among  loans 
eligible  for  discount  Farm  leasing  is 
eligible  if  PCAs  in  the  district  are 
authorizedby  the  district  botird  to  make 
financial  leases. 

One  commentator  suggested  that  the 
regulation  be  modified  to  enable  an 
FICB  to  continue  discounting  for  an 
eligible  OFI  even  where  one  of  the  OFI’s 


affiliates  becomes  ineligible,  and  that  in 
such  a  case  the  OFI  should  merely  be 
precluded  from  discoimting  loans  of  the 
ineligible  afiiliate.  The  suggestion  was 
adopted  and  is  reflected  in  S  614.4620. 

Five  comments  were  received  on 
§  614.4640.  Two  commentators  noted 
that  the  last  sentence  of  an  earlier 
version  of  the  proposal  was  omitted. 

The  sentence  has  been  added  in  the 
final  regulation.  Two  commentators 
suggested  that  FICBs  should  be 
permitted  to  charge  OFIs  “special"  or 
additional  fees  to  recognize  the 
existence  of  a  risk  differential  between 
extending  credit  to  OFIs  and  PCAs.  This 
suggestion  was  not  accepted  because 
the  Federal  Board  has  no  conclusive 
evidence  to  indicate  the  existence  of  a 
significant  differential  which  would 
warrant  a  different  treatment  for  OFIs. 
However,  FCA  staff  will  study  this  issue 
further.  Another  commentator  suggested 
changing  the  allowable  spread  from  4  to 
6  percent,  or  50  percent  of  the  discount 
rate.  The  Feder^  Board  has  no  evidence 
that  the  current  spread  is  inadequate  for 
the  profitable  operation  of  PCAs  and 
ons. 

Two  comments  were  received  on  ' 

§  614.4650.  One  commentator  suggested 
a  typographical  correction  in 
§  614.4650(a)(4)  which  was  made. 
Another  suggested  that  “failure  to 
maintain  adequate  credit  quality 
should  be  included  as  a  reason  for 
revoking  access.  This  concept  was 
implicit  in  the  proposfd  and  specific 
language  to  that  effect  has  been  added 
in  the  final  regulation. 

In  response  to  a  comment  received 
concerning  OFIs  operating  in  more  than 
one  Farm  Credit  district,  a  new 
§  614.4660  was  added  to  the  final 
regulations.  The  new  section  establishes 
criteria  for  identifying  the  FICB  which  a 
multi-district  OFI  may  access  as  a 
source  of  funds. 

Effective  Date  Information 

The  Federal  Board  considered  each  of 
the  comments  received  and  adopted 
final  regulations  in  the  course  of  its 
October  7, 1981  meeting.  The  effective 
date  of  these  regulations  is  subject  to 
section  5.18(c)  of  the  Act  which  provides 
for  a  two-House  congressional  veta  The 
regulations  were  transmitted  to 
Congress  contemporaneously  with 
transmittal  to  the  Office  of  the  Federal 
Register  for  publication.  They  will 
become  effective  upon  the  expiration  of 
sixty  calendar  days  of  continuous 
session  of  Congress  fit)m  the  date  of 
publication  unless  a  committee  of  either 
House  of  Congress  has  reported  or  been 
discharged  fi-om  further  consideration  of 
a  concurrent  resolution  disapproving  the 
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regulations  or  such  a  resolution  has 
been  adopted  by  either  House  of 
Congress.  If  for  one  of  such  reasons  the 
regulations  do  not  become  effective 
sixty  days  from  the  date  of  publication, 
the  regulations  will  become  effective 
ninety  days  from  such  date  unless  both 
Houses  of  Congress  adopt  a  concurrent 
resolution  disapproving  the  regulations. 

A  Hnal  notice  establishing  the 
effective  date  of  the  regulations  will  be 
published  subsequently  in  the  Federal 
Register. 

A  redesignation  table  is  published 
elsewhere  in  this  issue. 

PART  614— LOAN  POLICIES  AND 
OPERATIONS 

For  the  reasons  set  out  in  the 
preamble,  Subpart  P,  Part  614  of  Chapter 
VI,  Title  12  of  the  Code  of  Federal 
Regulations  is  amended  as  shown. 

The  entire  Subpart  P  is  added  to  read 
as  follows: 

Subpart  P— Federal  Intermediate  Credit 
Bank  Financing  of  Other  Financing 
institutions 

Sec. 

614.4540  Dehnitions. 

614.4545  General. 

614.4550  Basic  eligibility  criteria. 

614.4555  Review  of  denial  of  access  based 
on  eligibility. 

614.4560  Establishing  and  maintaining 
access. 

614.4565  Lending  limit. 

614.4570  General  collateral  requirements. 
614.4580  Use  of  funds. 

614.4590  Genera!  financing  agreement. 
614.4600  Methods  of  financing. 

614.4610  Obligations  eligible  for  discount  or 
purdiase. 

614.4620  Multiple  ownership. 

614.4630  Insolvency  of  an  OFl.  ^ 

614.4640  Rates  and  fees.  ' 

614.4650  Basis  for  revocation  of  access. 
614.4660  Place  of  discount. 

Authority:  Secs.  5.9.  5.12, 5.18,  Pub.  L  92- 
181,  85  Stat.  619, 620, 621, 12  U.S.C.  2243,  2246 
and  2252. 

§  614,4540  Definitions. 

When  used  in  this  subpart: 

(a)  The  term  “person”  means  an 
in^vidual,  corporation,  partnership, 
association,  joint  stock  company,  trust, 
fund,  or  any  organized  group  of 
individuals  or  entities  whether 
incorporated  or  unincorporated. 

(b)  The  term  "affiliate”  of  another 
person  means  a  person  that  directly,  or 
indirectly  throuj^  one  or  more 
intermediaries, 

(1)  Owns,  controls,  or  has  the  power 
to  vote  shares  of  any  class  of  voting 
securities  of  such  person:  or 

(2)  Controls  in  any  manner  the 
election  of  a  majority  of  directors  of 
such  person;  or  • 


(3)  Exercises  or  has  the  power  to 
exercise  a  controlling  influence  over  the 
management  of  such  person. 

(c)  The  term  "subsidiary”  of  another 
person  means  any  person  10  per  centum 
or  more  of  whose  outstanding  voting 
securities  are  directly  or  indirectly 
owned,  controlled,  or  held  with  power  to 
vote  by  such  other  person. 

(d)  The  term  “depository  institution” 
means  any  national  bank,  state  bank, 
trust  company,  savings  institution,  or 
credit  union. 

(e)  llie  term  “other  financing 
institution”  (hereinafter  refeired  to  as 
“OFI”)  means  any  person  enumerated  in 
section  2.3(a)(2]  of  the  Farm  Credit  Act 
of  1971,  as  amended,  except  to  the 
extent  that  depository  institutions,  as 
defined  herein,  are  specifically  excluded 
in  usage  of  the  term. 

(f)  Tlie  term  “national  money 
markets”  means  those  money  markets 
serviced  by  the  largest  banks  in  the 
United  States  which  operate  on  a 
national  level  and  conduct  international 
operations  as  well. 

(g)  The  term  “regional  money 
markets”  means  those  money  markets 
generally  served  by  intermediate  size 
baiiks  which  do  not  ordinarily  operate 
on  a  national  level  but  which  may  trade 
funds  among  themselves  and  provide 
services  to  community  banks. 

§  614.4545  General 

(a)  The  Federal  intermediate  credit 
banks  have  a  responsibility  to  make 
loans  and  extend  other  financial 
assistance  to,  and  discount  for  or 
purchase  from,  any  OFI  which  meets  the 
criteria  set  forth  in  §  614.4550  and 
complies  with  the  various  other 
requirements  of  this  subpart. 

(b)  An  OFI  meeting  the  basic 
eligibility  criteria  in  §  614.4550  of  this 
subpart  shall  have  its  application 
evaluated  on  the  basis  of  its  ability  to 
make  and  service  a  sound  loan  portfolio 
and  its  managerial  and  financial 
strength.  The  presence  of  two  or  more 
OFIs  serving  the  same  territory  or  the 
failure  of  on  OFI  to  enter  into  loan 
participations  with  production  credit 
associations  shall  not  be  considered  in 
evaluating  the  application.  Financial 
assistance  may  be  provided  through  a 
direct  loan  to  the  OFI,  or  by  purchasing 
or  discounting  individual  loans  made  by 
the  OFI. 

(c)  A  Federal  intermediate  credit  bank 
shall  determine,  in  considering  a  request 
to  establish  an  access  relationship, 
whether  the  OFI  should  be  considered 
by  itself,  or  together  with  its  affiliates  or 
subsidiaries  as  a  combined  entity,  for 
the  purpose  of  determining  eligibility  in 
applying  the  criteria  set  forth  in 

§  614.4550  of  this  subpart.  A 


determination  to  consider  an  OFI 
together  with  its  affiliates  as  a  combined 
entity  shall  require  the  consistent 
application  of  each  of  the  eligibility 
criteria  to  the  combined  entity  on  a 
consolidated  basis.  In  making  its 
determination,  the  bank  shall  give  due 
regard  to  the  total  relationship  between 
the  various  parties,  including  but  not 
necessarily  limited  to  the  following 
factors: 

(1)  Ownership  of  voting  stock; 

(2)  Common  management  and 
employees: 

(3)  Common  directors; 

(4)  Contractual  and  correspondent 
relationships; 

(5)  Prior  business  dealings;  and 

(6)  Liability  interrelationships, 
including  but  not  limited  to  fund  flows. 

(d)  Where  a  Federal  intermediate 
credit  bank  makes  a  determination  to 
consider  an  OFI  together  with  its 
affiliates  as  a  combined  entity,  the  OFI 
must  demonstrate  that  the  larger 
organization  of  which  it  is  considered  a 
part  will  continue  to  use  the  same 
proportion  of  its  resoiuces  for 
agricultural  or  aquatic  lending.  The  OFI 
must  also  demonstrate  that  all  resources 
available  to  the  consolidated  entity  are 
being  used  to  alleviate  the  shortage  of 
funds  for  agriculture. 

(e)  In  dealing  with  an  OFI  affiliated 
with  a  cooperative,  the  Federal 
intermediate  credit  bank  shall  consider 
the  possible  effects  of  such  relationship 
on  the  operations  and  credit  policies  of 
the  cooperative.  Such  OFI  wUch  is  an 
otherwise  eligible  entity  may  discount  or 
borrow  on  the  security  of  notes  of 
farmers,  ranchers,  or  producers  or 
harvesters  of  aquatic  products  (as 
distinguished  b'om  notes  of 
cooperatives],  evidencing  loans  to 
finance  the  cost  of  supplies,  equipment, 
or  services  obtained  from  such  affiliated 
cooperative,  if  the  bank  board  finds  that 
an  additional  source  of  credit  is  needed 
to  facilitate  financing  of  such 
transactions  and  the  primary  benefits  of 
such  credit  will  inure  to  the  borrowing 
farmers,  ranchers,  or  producers  or 
harvesters  of  aquatic  products. 

§614.4550  Basic  aNglbility  criteria. 

(a)  An  OFI  shall  be  afforded  access  on 
a  reasonable  basis  to  a  Federal 
intermediate  credit  bank  as  a  source  of 
funds  if  it  meets  all  of  the  eligibility 
criteria  set  forth  below: 

(1)  The  OFI  is  duly  organized  and 
qualified  to  make  loans  under  the  laws 
of  each  jurisdiction  in  which  it  operates. 
The  on  shall  be  a  person  primarily 
engaged  in  the  business  of  extending 
short-  and  intermediate-term  credit  to  . 
fanners,  ranchers,  and/or  producers  or 
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harvesters  of  aquatic  products.  A  person 
engaged  in  other  business  activities 
shall  not.be  eligible  to  obtain  credit  from 
a  Federal  intermediate  credit  bank 
merely  because  it  has  the  power  to 
make  loans  to  farmers,  ranchers,  and/or. 
producers  or  harvesters  of  aquatic 
products.  The  fact  that  an  On  has 
powers  not  related  to  such  credit 
activities  or  receives  income  from  other 
sources  shall  not  in  and  of  itself  render 
it  ineligible.  A  person  whose  primary 
function  is  to  finance  the  sale  of 
products  by  its  affiliates  shall  not  be 
eligible  for  access. 

(2)  The  OFI  is  significantly  involved  in 
lending  for  agricultural  or  aquatic 
purposes.  The  OFI  has  at  least  15 
percent  of  its  loan  volume  at  the 
seasonal  peak  in  agricultmal  and/or 
aquatic  loans.  The  Federal  intermediate 
credit  bank  shall  consider  requests  with 
a  lesser  percent  if  the  OFI  demonstrates 
that  .it  is  making  a  special  and  sustained 
effort  to  serve  agricultural  or  aquatic 
producers  and  the  15  percent  will  be 
attained  in  a  reasonably  short  period. 
Only  obligations  under  §  2.15(a)(1),  (2). 
and  (3)  of  the  Farm  Credit  Act  of  1971, 
as  amended,  as  well  as  eligible 
agricultiual  or  aquatic  real  estate  loans 
to  eligible  borrowers  and  leasing 
obligations  to  eligible  borrowers 
originated  throp^  the  OFI's  own  leasing 
program,  shall  be  considered  in 
determining  that  this  15-percent 
requirement  has  been  met. 

(3)  Where  the  OFI  seeking  access  is  a 
depository  institution,  or  where  the  OFI 
is  affiliated  with  one  or  more  depository 
institutions  and  considered  a  combined 
entity  in  accordance  with  §  614.4545(c) 
of  this  subpart,  the  OFI  must 
demonstrate  a  continuing  need  for 
supplementary  sources  of  funds  to  meet 
the  credit  requirements  of  its 
agricultural  or  aquatic  borrowers.  The 
OFI’s  gross  loan-to-deposit  ratio  shall  be 
not  less  than  60  percent  at  the  seasonal 
peak  for  the  last  3  consecutive  yecurs. 
Where  failiue  to  meet  this  criterion  in 
one  of  the  last  3  consecutive  years  is  the 
result  of  a  general  decrease  in 
borrowings  caused  by  an  economic 
decline,  the  Federal  intermediate  credit 
bank  may  make  an  exception  in 
applying  this  criterion  to  a  request  for 
access  where  the  OFI  has  otherwise  • 
maintained  ratios  equivalent  to 
depository  institutions  of  comparable  . 
size  in  the  district  For  purposes  of  this 
paragraph,  gross  loans  shall  include  all 
direct  credit- extended  by  the  OFI  in  its 
trade  area.  Such  items  as  loans 
purchased  from  or  participated  in  with 
other  OFIs  shall  be  excluded. 

(4)  The  OFI  has  limited  access  to 
national  or  regional  money  markets  as 


an  alternate  source  of  funds  and  is  fully 
utilizing  locally  generated  funds  to 
finance  local  needs.  Evidence  of  money 
market  access  shall  be  determined  by 
the  extent  to  which  the  OFL  or  persons 
of  similar  size  and  cirounstances,  have 
the  ability  to  utilize,  on  a  regular  basis, 
bankers  acceptances,  commercial  paper, 
or  negotiable  certificates  of  deposit,  or 
other  similar  liability  instruments  as  a 
source  of  funds. 

(5)  The  OFI  would  continue  to  use  at 
least  the  same  proportion  of  its 
resources  for  agricultural  or  aquatic 
lending. 

(b)  An  OFI  eligible  under  previous 
regulations  which  caimot  meet  the  basic 
eligibility  requirements  of  these 
regulations  and  is  discounting  with  a 
Federal  intermediate  credit  bank  on  the 
.effective  date  of  these  revisions  shall 
not  become  ineligible  provided  it  does 
not  make  material  changes  in  operations 
or  ownership. 

§  614.4555  Review  of  denial  of  access 
based  on  eligibility. 

A  Federal  intermediate  credit  bank 
which  proposes  to  reject  a  request  by  an 
OFI  for  access  to  the  bank  as  a  source  of 
funds  on  the  basis  of  eligibility  as  set 
forth  in  S  614.4550  of  this  subpart  shall 
promptly  notify  the  Farm  Credit 
Administration  of  such  decision  and  the 
reasons  therefor.  The  F£um  Credit 
Administration  shall  reviev/  each  such 
negative  decision  on  a  case-by-case 
basis,  taking  into  consideration  all 
relevant  factors,  and  advise  the  bank  of 
its  final  determination.  Thereafter,  the 
bank  shall  promptly  notify  the  OH  of 
the  determination  as  to  the  request  for 
access  and,  if  rejected,  the  reasons 
therefor. 

§  614.4560  Establishing  and  maintaining 
access. 

(a)  An  OFI  seeking  access  to  a  Federal 
intermediate  credit  bank  as  a 
supplemental  source  of  funds  shall 
demonstrate  that  it  is  able  to  establish 
and  maintain  a  soimd  lending  program. 
Each  Federal  intermediate  creffit  bank 
shall  develop  standards  to  evaluate  an 
OFI  relative  to: 

(1)  A  capital  structure  adequate  to 
support  an  economically  feasible 
lending  operation; 

(2)  The  amount  of  collateral  required 
to  be  deposited  with  or  invested  in  the 
bank  to  support  the  extension  of  credit 
to  the  OFI;  and 

(3)  The  ability  of  the. OFI  to  extend 
and  administer  the  anticipated  loan 
portfolio  on  a  sound  basis. 

(b)  The  standards  set  forth  in 
subsection  (a)  shall  be  subject  to  the 
following  limitations: 


(1)  The  amount  required  to  capittdize 

an  OFI  shall  be  determined  by  an 
analysis  of  the  economic  feasibility  of 
the  proposal  presented  in  the  request, 
the  credit  risk  involved,  and  the  . 
servicing  cost  to  the  Federal  s 

intermeffiate  credit  bank.  Any  uniform 
minimum  capital  requirement  based  on 
the  Federal  intermediate  credit  bank’s 
administrative  costs  shall  be  supported 
by  documented  costs  which  cleariy 
demonstrate  the  need  for  the  minimum 
requirement. 

(2)  The  initial  capital  required  to  be 
invested  in  the  Federal  intermediate 
credit  bank  by  an  OFI  shall  be  no 
greater  than  ffie  actual  average 
investment  required  of  production  credit 
associations  in  the  district.  OFIs  with 
established  access  relationships  may  be 
assessed  for  additional  capital  if  the 
contract  is  renegotiated  to  permit  a 
larger  volume  of  loans  or  when  a 
general  capitsd  equalization  or 
assessment  is  made.  Capital  invested  in 
the  bank  by  an  OFI  shaU  be  retired  in 
accordance  with  bank  policy. 

(3)  No  obligation  shall  be  pm  chased 
from  or  discounted  for,  and  no  loans 
shall  be  made  or  other  similar  financial 
assistance  extended  by  a  Federal 
intermediate  credit  bank  to  an  OFI  if  the 
amount  of  such  obligation  added  to  the 
aggregate  liabilities  of  such  OFI, 
whether  direct  or  contingent  (other  than 
bona  fide  deposit  liabilities],  exceeds  10 
times  the  paid-in  and  unimpaired  capit£d 
and  surplus  of  such  OFI  or  the  amount 
of  such  liabilities  permitted  under  the 
laws  of  the  jiuisdiction  creating  such 
OFI,  whichever  is  less.  It  shall  be 
unlawful  for  any  national  bank  which  is 
indebted  to  any  Federal  intermediate 
credit  bank  upon  obligation  discounted 
or  purchased  to  incur  any  additional 
indebtedness,  if  by  virtue  of  such 
additional  indebtedness  its  aggregate 
liabilities,  direct  or  contingent,  will 
exceed  the  limitation  contained  herein. 

A  debt-to-capital  ratio  less  than  that 
permitted  by  statute  may  be  imposed  to 
assure  that  the  OFI  maintains  its 
eligibility  to  borrow  and  provides 
adequate  capital  from  a  credit 
standpoint  Any  lesser  ratio  imposed 
initially  shall  not  be  less  than  one  ratio 
point  below  the  district  average  for 
production  credit  associations.  Once  the 
OFI  has  established  and  maintained  a 
satisfactory  access  relationship  with  a 
Federal  intermediate  credit  bank,  the 
debt-to-capital  standard  shall  be  the 
same  as  that  used  in  evaluating 
production  credit  associations. 

(4)  General  collateral  securing  the 
entire  credit  line  frt)m  a  Federal 
intermediate  credit  bank  may  be 
required  in  accordance  with  J  614.4570 
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of  this  subpart.  The  amount  to  be 
required  shall  be  based  on  the  credit 
risk  presented  by  the  OFI  and  shall  not 
be  proportionally 'greater  than  is 
required  of  a  production  credit 
association  under  similar  circumstances. 

(5)  Credit  lines  with  a  Federal 
intermediate  crecht  bank  shall  be 
established  according  to  projections  of 
loan  volume  provided  by  the  OFI  and 
accepted  by  the  Federal  intermediate 
credit  bank.  A  credit  line  shall  be 
established  for  at  least  a  2-year  term  in 
support  of  the  OFI’s  continuing  need  for 
access.  Failure  to  maintain  an  annual 
average  daily  balance  of  loans 
discounted  equal  to  at  least  70  percent 
of  the  projected  average  daily  balance 
shall  subject  the  OFI  to  payment  of  an 
annual  loan  commitment  fee.  The  fee 
shall  be  equal  to  1  percent  of  the 
difference  between  the  projected  and 
approved  average  daily  balance  and  the 
actual  average  daily  balance  of  loans 
outstanding  or  discounted.  The  Federal 
intermediate  credit  bank  may  make 
exceptions  when  failure  to  comply  with 
this  requirement  is  caused  by  a  general 
decrease  in  agricultural  borrovyings 
caused  by  an  economic  decline,  but  no 
exception  shall  be  made  when  failure  to 
comply  with  this  requirement  is  due  to 
borrowings  obtained  from  other  sources 
or  repurchase  of  loans  by  an  affiliate. 
Repeated  failure  to  utilize  the  line  of 
credit  at  an  acceptable  level  may  result 
in  loss  of  access.  No  fee  shall  be 
assessed  if  the  relationship  is 
terminated  by  the  Federal  intermediate 
credit  bank  for  reasons  other  than  those 
stated  in  this  section.  OFIs  with  inactive 
access  relationships  on  the  elective 
date  of  these  regulations  shall  be 
notified  and  given  a  reasonable 
opportunity  to  activate  or  cancel  the 
relationship. 

§614.4565  Lending  limit 

An  OFI  having  access  to  a  Federal 
intermediate  credit  bank  shall  not 
accept  liability  on  any  loan  or  other 
obligation,  or  obtain  any  endorsement  or 
guarantee  from  a  borrower  where  the 
aggregate  of  such  liabilities  or 
indebtedness  to  the  OFI  would  exceed 
50  percent  of  its  capital  and  surplus  or 
such  lesser  amount  as  may  be 
established  by  other  State  or  Federal 
statute.  OFIs  which  have  loans  in  excess 
of  this  limitation  shall  have  2  years  from 
the  effective  date  of  these  regulations  to 
reduce  individual  risk  exposure  to 
within  this  limitation. 

§614.4570  General  coltateral  • 
requirementa. 

As  a  condition  precedent  to 
establishing  a  credit  line  with  a  Federal 
intermediate  credit  bank,  OFIs  (except 


depository  institutions]  shall  pledge  as 
collateral  for  any  and  all  obligations  to 
the  bank,  cash,  or  readily  marketable 
securities  of  high  rating,  in  an  amount  to 
be  determined  by  the  Federal 
intermediate  credit  bank.  At  the 
discretion  of  the  bank,  depository 
institutions  may  be  required  (unless 
prohibited  by  law  or  by  supervisory 
authority]  to  deposit  acceptable 
collateral.  Securities  and  obligations 
pledged  with  the  bank  shall  be 
deposited  under  a  collateral  pledge 
agreement  pursuant  to  which  all 
securities  and  'obligations  so  pledged, 
including  all  substitutions  and  additions 
and  the  proceeds  of  any  such  collateral, 
including  all  income  derived,  shall  be 
available  to  secure  any  and  all 
obligations  to  the  Federal  intermediate 
credit  bank,  whether  direct  or 
contingent,  present  or  future. 

§614.4580  Use  Of  funds. 

Funds  obtained  from  the  Federal 
intermediate  credit  bank  may  not  be 
used  by  anOFI  to  expand  lending 
activity  in  loans  which  would  be 
ineligible  for  discount 

§  614.4590  General  financing  agreement 

An  OFI  desiring  to  access  a  Federal 
intermediate  credit  bank  shall  execute  a 
general  financing  agreement.  The 
agreement  shall  state  the  general  terms 
and  conditions  under  which  loans  will 
be  discounted  or  made  or  credit 
otherwise  extended  and  shall  provide 
for  the  OFI  to  periodically  furnish  the 
bank  acceptable  financial  reports  and 
any  data  necessary  to  assure  that  the 
OFI  remains  in  compliance  with  these 
regulations.  The  agreement  shall  further 
provide  that  the  OFI,  other  than  a  State 
bank,  trust  company,  or  savings 
association,  agrees  to  examination  by 
the  Farm  Credit  Administration  if  such 
examination  is  requested  by  the 
Governor.  With  respect  to  an  OFI  which 
is  a  State  bank,  trust  company,  or 
savings  association,  the  agreement  shall 
provide  that  such  OFI,  at  the  request  of 
the  Governor,  consents  that  reports  of 
its  examination  by  constituted  State 
authorities  may  be  furnished  by  such 
authorities  to  the  Farm  Credit 
Administration. 

§  614.4600  Methods  of  financing. 

(a]  A  Federal  intermediate  credit  bank 
may  provide  funds  to  OFIs  by 
discounting  or  purchasing  individual 
loans  or  by  direct  loan  to  the  OFI,  all 
subject  to  the  following: 

(1]  Direct  discount  or  purchase  is 
normally  made  at  full  face  value  of  the 
individual  loan  of  acceptable  quality.  At 
the  option  of  the  Federal  intermediate 
credit  bank,  a  loan  of  less  than 


acceptable  quality  may  be  discounted  or 
purchased  at  less  than  the  full  amount  of 
such  loans.  In  such  transactions,  the  OFI 
shall  be  required  to  apply  all 
repayments  toward  repayment  of  the 
amount  of  the  less  than  acceptable  loan 
discounted  or  purchased  by  the  bank. 

(2]  A  Federal  intermediate  credit  bank 
is  authorized  to  make  loans  and 
advances  to  OFIs  secured  by  notes  or 
other  such  obligations  of  eligible 
borrowers  defined  in  Part  613  of  these 
regulations;  however,  such  loans  or 
advances  may  be  made  to  enable  the 
OFI  to  make  or  carry  loans  to  such  bona 
fide  farmers  and  ranchers  or  to 
producers  or  harvesters  of  aquatic 
products. 

(b]  The  following  classes  of  . 
obligations  are  authorized  for  discount 
or  purchase  or  as  collateral  for  direct 
loans  and  advances  to  OFIs,  subject  to 
approval  of  the  bank  to  which  such 
securities  are  to  be  pledged: 

(1]  Obligations  of  eligible  borrowers 
defined  in  Part  613  of  these  regulations 
arising  fi-om  direct  credit  extension  by 
the  OFI. 

(2]  Loan  participations  purchased. 

(3]  Obligations  set  forth  in 

§  615.5140(a]  which  have  been  approved 
by  the  Farm  Credit  Administration  for 
investment  by  institutions  of  the  Farm 
Credit  System. 

§614.4610  Obligations  eligible  for 
discount  or  purchase. 

Any  obligation  the  proceeds  of  which 
could  have  been  advanced  to  an  eligible 
borrower  by  a  production  credit 
association  in  the  district  shall  be 
eligible  for  discount  by  or  purchase  from 
an  OFI,  as  set  forth  in  Part  613  of  these 
regulations  and  the  limitations 
contained  therein,  including 
§  613.3040(d](2].  Loan  participations 
purchased  by  an  OFI  shall  be  eligible  for 
discount  by  or  purchase  (torn  an  OFI. 
The  Federal  intermediate  credit  bank  is 
authorized  to  take  corrective  measures 
if  this  authority  is  being  used  to 
circumvent  the  intent  of  these 
regulations.  The  Federal  intermediate 
credit  banks  shall  be  responsible  for 
providing  OFIs  with  any  additional 
lending  and  borrower  eligibility 
guidelines  which  may  be  provided  to 
production  credit  associations. 

§614.4620  Multipla  ownership. 

Where  two  or  more  entities  combine 
resources  to  form  an  OFI  to  apply  for 
access  to  a  Federal  intermediate  credit 
bank,  the  request  for  access  shall  be 
evaluated  according  to  the  criteria  set 
forth  in  §  S  614.4545  and  614.4550  of  this 
subpart.  The  Federal  intermediate  credit 
bank  shall  in  no  event  be  required  to 


Federal  Register  /  Vol.  46,  No.  204  /  Thursday,  October  22,  1981  /  Rules  and  Regulations  51889 


discount  for,  purchase  from,  or  extend 
credit  to  such  an  OFI  with  respect  to  any 
obligation  originated  by  one  of  its 
affiliates  which  is  itself  ineligible  under 
the  criteria  set  forth  in  §  614.4550  of  this 
subpart. 

§  614.4630  Insolvency  of  another 
financing  institution. 

(a)  If  an  OFI  having  access  to  a 
Federal  intermediate  credit  bank 
becomes  insolvent  or  is  in  process  of 
liquidation,  or  if  it  fails  to  service  its 
loans  properly,  and  where  supervision 
or  orderly  liquidation  will  be  facilitated 
by  direct  handling  of  the  obligations  of 
the  note  makers,  the  bank  may,  with  the 
consent  of  the  Farm  Credit 
AdminisUation,  take  over  such 
obligations  for  orderly  liquidation. 
Obligations  pledged  with  the  bank  by  an 
OFI,  either  as  collateral  fdr  a  direct  loan 
or  as  additional  security  for  any  and  all 
indebtedness  of  the  institution  to  the 
bank,  also  may  be  taken  over  and 
handled  directly  with  the  makers  after  a 
title  has  been  acquired  in  accordance 
with  the  provisions  of  applicable  laws 
and  the  terms  of  the  pledge  agreements 
executed  by  the  OFI  involved.  The 
bank's  authority  to  handle  obligations 
directly  includes  the  authority  to  make 
additional  advances,  to  grant  renewals 
and  extensions,  and  to  take  such  other 
actions  as  may  be  necessary  to  collect 
the  loans.  Direct  liquidation  of 
obligations  carried  for  an  OFI  should  be 
resorted  tu  only  in  cases  where  other 
measures  have  failed,  and  it  is  apparent 
that  direct  liquidation  is  the  only 
practicable  means  available  to  the  bank 
for  protection  of  its  interest. 

(b)  Obligations  handled  for  an 
insolvent  OFI  as  provided  in  this  section 
shall  not  be  assigned  as  collateral  for 

,  bonds  without  the  approval  of  the  Farm 
Credit  Administration. 

(c)  As  to  obligations  which  a  bank  has 
taken  over  from  a  defaulting  OFI  for 
liquidation,  interest  shall  be  collected 
according  to  the  terms.  Renewals  of 


such  obligations,  when  directly  payable 
to  the  ba^,  shall  bear  interest  at  a  rate 
not  to  exceed  the  maximum  rate  that 
may  be  charged  by  OFIs  on  obligations 
eligible  for  discount  by  the  banks  at  the 
time  of  renewal. 

§  614.4640  Rates  and  fees. 

Interest  on  loans  to  OFIs  shall  be 
charged  and  collected  at  the  same  rate 
and  on  the  same  basis  as  to  production 
credit  associations.  No  obligation 
offered  for  discount  by  an  OFI  shall  be 
accepted  if  the  rate  charged  the 
borrower  exceeds  by  more  than  4 
percent  the  rate  of  the  Federal 
intermediate  credit  bank  in  effect  on  the 
date  the  loan  was  made  or,  with  respect 
to  variable  rate  loans,  the  rate  in  effect 
from  time  to  time  throughout  the  loan. 
Except  as  provided  in  §  614.4560(b]  of 
this  subpart,  a  Federal  intermediate 
credit  bank  may  charge  servicing  fees  in 
connection  with  credit  extended  to 
financing  institutions  provided 
comparable  fees  are  charged  to 
production  credit  associations. 

§  614.4650  Basis  for  revocation  of  access. 

(a)  A  Federal  intermediate  credit  bank 
may  revoke  or  suspend  die  credit  line  of 
an  OFI  for  cause.  Tlie  following  may  be 
cause  for  revocation. 

(1)  Failure  to  comply  with  this  subpart 
or  the  terms  of  the  agreement  between 
the  Federal  intermediate  credit  bank 
and  the  OFI. 

(2)  Failure  to  correct  violation  of  State 
or  Federal  statutes  brought  to  the 
attention  of  the  OFI,  where  the  nature  of 
the  violation  calls  into  question  the 
safety  of  the  loan  or  discount 
relationship  or  the  integrity  of  the  OFI's 
management. 

(3) .  Failure  to  maintain  management, 
credit  practices,  or  credit  quality 
satisfactory  to  the  bank. 

(4)  Failure  to  use  the  established 
credit  line  to  the  extent  contemplated  in 
§  614.4560(b)(5)  of  this  subpart. 


(5)  Changes  in  the  operation  of  the 
institution  which  render  it  ineligible 
under  §  614.4550  of  this  subpart. 

(b)  During  any  period  of  suspension 
the  bank  shall  not  be  required  to 
purchase  hem  or  discount  for  the  OFI 
any  new  obligations  and  no  further 
advances  shall  be  required  pending 
correction  of  a  default.  The  Federal 
intermediate  credit  bank  may  make 
advances  to  cover  commitments  on 
obligations  held  by  the  bank  or  to 
preserve  the  security  and  protect  the 
interest  of  the  bank  in  obligations  held 
by  it.  Before  making  additional 
advances  to  an  OFI  whose  right  to 
borrow  or  discount  has  been  suspended 
because  the  ratio  of  its  total  liabilities  to 
unimpaired  capital  and  surplus  equals 
or  exceeds  the  maximum  permitted 
under  law,  the  bank  shall  satisfy  itself 
that  the  OFI  will  not  violate  any 
applicable  law  by  assuming  liability  for 
such  additional  advances. 

§  614.4660  Place  of  discount 
When  an  OFI  has  loans  outstanding  to 
borrowers  in  more  than  one  Farm  Credit 
district,  it  shaH  establish  its  eligibility 
with  the  Federal  intermediate  credit 
bank  in-whose  territory  the  OFI  has  its 
principal  place  of  business.  However,  if 
more  than  50  percent  of  the  OFI’s  loans 
outstanding  to  borrowers  are  located  in 
a  single  Farm  Credit  district  other  than 
that  in  which  the  OFI  is  headquartered, 
it  shall  establish  its  eligibility  and 
discount  relationship  with  the  Federal 
intermediate  credit  bank  in  whose 
territory  the  loan  volume  is 
concentrated.  No  OFI  having  access  to  a 
bank  on  the  effective  date  of  these 
regulations  shall  be  required  to  change 
its  relationship  to  another  Federal 
intermediate  credit  bank  unless  the  OFI 
changes  its  headquarters  location  or  its 
lending  territory. 

C.  T.  Fredrickson, 

Acting  Governor. 

(FR  Doc.  81-30664  Filed  10.21-81;  8:45  ain| 
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371  . 50809 

372  .  50809 

373  . : . 50809 

374  . . . 50809 

375  .  50809 

378  .  50809’ 

379  .  50809 

385 . 50809 

388 .  50809 

387  .  50809 

388  . . . 50809 

389  .  50809 

390  . . . 50809 

408 .  50809 

525  .  50809 

526  .  50809 

527  .  50809 

624 .  50809,  5t621 

643  - - - - - - 50809 

644  .  50809 

645  . 50809 

646  . 50809 

649 . ..50809 

655. . 50809 

65Q . 50809 

658 . 50809 

■  660 .  50809 

667  . 50809 

668  . „.„51184 

726 .  50809 

735 .  50809 

740 .  50809 

753 . 50809  ‘ 

757 . 50809 

776. . 50809 

778 .  50809 

35  CFR 

9  . 48658 

10  . 48658 

36  CFR 

7 — . 50370 

701  . 48660 

702  . 48660 

703  . 48660 

ProposMi  Rules: 

73 . 51558 

37  CFR 
Proposed  Rules: 

2  .  49602 

202 . 49145 

38  CFR 

3  .  51245,  51246 

21 . 48195,48664 

36 .  51384,  51740 

Proposed  Ruler 

3 . 51406 

39  CFR 

601 . 48196 

40  CFR 

51  . 50766 

52  . 49122-49125,  49587, 


50069, 349852, 50370,  50766, 
51386, 51604-51607, 51741, 
51742 


60  .  49853 

61  . 49853 

80  .  50464 

81  . 48927,  48929,  49857, 

51607,51743, 51744 

86 .  50464 

125 . . . 50502 

162 . 51745 

180 .  48196,  48665,  48929, 

48931,50371,51614 
264 . 48197 

403 . 50502 

600. . 50464 

Proposed  Ruler 

Ch.  L„_ . 49604 

51..: . 49814 

52. . . . 48240,  50086 

65. . 49604 

86. . 49611 

122  . .  48243,  48254 

123  .  48955 

125 .  50503 

146 .  48243,  48254 

180 .  48720,51622 

228 .  50986 

256 .  50610 

264 . 51407 

403 .  50503 

41  CFR 

Ch.  14. . 498^3 

Ch.  16 . „...  51466 

5B-1 . 51746 

5B-2 . „.51746 

58-ia . 51746 

1-16 .  49858 

»-«. . 51371 

101 . 51615 

101-2 _  50950 

101-41 . 50951 

101-43 . 51388 

101-49 . 51388 

PropMod  Ruler 

Ch.  12.- . 48422 

3-1 . 51410 

3-7 . 51410 

42  CFR 

50  .  48592,48593 

51- . . . 48592,  48593 

51a. - - 48592,  48593 

51  h. . 48592,  48593 

51  e . . 48593 

51  g. . 48592 

54 .  48592,  48593 

54a . 48592,  48593 

54b. . 48592,  48593 

56a . 48592,  48593 

59 .  48592,  48593 

91 ; . 48592,  48593 

110 . 51246 

405 .  48544,  46550,  49126 

430  .  48556 

431  . 48524,  48532,  46564 

432  . 48564 

433  . . . 48556,  48564 

435 .  48532,  49556 

440  .  48524,  48532 

441  . 46532,  46550,  46556 

447 .  48556 

450 . 46556,  48564 

462 . - . 48564 


IV 
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463 . ; . 

,...48564 

6026 . 

. 49876 

466 

....48564 

6027 . 

. 49872 

473 . 

,...48564 

6028 . 

. 49872 

478 . 

...48564 

6029 . 

. 49873 

480 . . 

...48564 

6030 . 

. 49873 

Proposed  Rules: 

6031 . 

. 49873 

110 . 

....50394 

6032 . 

. 49875 

6033 . 

. . . 49872 

43CFR 

6034 . 

. 49868 

Public  Land  Order: 

6035 . 

. 49876 

80  (See 

6036 . 

. 49877 

PLO  6040) . 

..«  49871 

6037 . 

. 49868 

559  (See 

6038 . 

. 49874 

PLO  6044) . 

....49869 

6039 . 

. 49875 

611 (See 

6040 . 

. 49871 

PLO  6040) . 

....49871 

6041 . 

. 49868 

814  (Revoked  by 

• 

6042 . 

. 49871 

PLO  6013) . 

....48670 

6043 . 

1131  (Revoked  in  part 

6044 . 

. 49869 

by  PLO  6048)...! . 

....51246 

6045 . 

1272  (Amended  by 

6046 . 

. 49875 

PLO  5161  and 

6047 . 

. . . 49876 

PI  n  6009) 

..  48671 

6048 . 

. . 51246 

1450  (Amended  by 

Proposed  Rules: 

PLO  6010) . 

....48672 

8350 . 

. 51258 

1581  (Revoked  by 

44CFR 

PLO  6017) . 

....48668 

2278  (Amended  by 

9 . 

. . . 51749 

PLO  4788,  and 

64 . 

,..48685,  49126,  51756 

revoked  in  part 

65 . 

. 48676,  51756 

by  PLO  5996) . 

....48669 

67 . 

,«  48931,  50789,  51756 

3026  (Amended  by 

70 . 

. 51759-51774 

PLO  6001) . 

....48675 

Proposed  Rules: 

3917  (Revoked  by 

67 . . 

.48255-48257,  48722- 

PLO  6022) . 

„..  48674 

48730, 48956, 49149, 49150, 

3938  (See 

49612,51780-51783 

PLO  6033) . «... 

....49872 

4788  (Revoked  by 

PLO  5996) 

48669 

16...„ . 

. 48582 

5161  (Amended  by 

74 . 

. 48582 

PI  0  6002) 

48671 

96 . 

. . ....48582 

5844  (Amended  by 

205 . 

. . 50372,  50797 

PI  n  6090) 

206« . 

. . .  50372 

5861  (Amended  by 

224 . 

. 48600,  48644 

PI  n  AnnQ\ 

40574 

233 . 

. 50372 

6906 

48669 

234 . 

:r.. . 50372 

6997 

4867.6 

235 . 

. 50372 

238. . 

. . . 50372 

5999 . . . 

. 48674 

-  239 . 

. 50372 

6000 . 

. 48675 

260 . 

. 48593 

6001 . 

. 48675' 

1391 . 

. 48593 

1393 . 

. 48593 

6009 

1395 . 

. 48593 

1396 . 

. . . . 48593 

6005 . 

. 48667 

Proposed  Rules; 

6006 . 

. .  48676 

Ch.  XL... 

. ; . 49913 

6007..._ . 

. 48672 

6008 . 

. 48670 

46  CFR 

• 

6009 . 

. 48674 

2 . 

. 49877 

6010 . 

. 48672 

26 . 

. 49877 

601 1« . 

. 48667 

35 . 

. 49877 

6012 . . . 

. 48670 

78 . 

. 49877 

6013 . 

. 48670 

97 . 

. . . 49877 

6014 . 

. 48673 

109 . 

. 49877 

6015 . 

. 48671 

167 . 

. 49877 

6016 . 

. 48668 

185 . 

. 49877 

6017 . . 

.....48668 

196 . 

:. . 49877 

6016 

.  48669 

281 . 

. . . 48198 

6019 . 

. 48667 

510. . 

6090 

,  ,  46666 

520 . 

. . . 51246 

6021 . 

. 48666 

524....... 

. . . 48199 

6022 . 

. 48674 

Proposed  Rules: 

6023 . . 

. 48669 

Ch.  1 

. . . 48422 

6024 . . . 

. 48676 

Ch  III.... 

. . 48422 

6025 . . . 

. 49869 

33 . 

. . . . 49914 

SO  . 

49078 

1047 . 

. 50088 

66 . 

. . . 49078 

1057 . 

. 49151 

75 . 

. 49914 

1109 . 

. 51261 

fl4 . 

. . . 49914 

1125 . . 

. 50998 

106 . 

. ! . 49078 

110 . 

. 49078 

50  CFR 

160 . 

. 49914 

23 . . 

. 50774 

180 . 

. 49914 

258 . . . 

. 49127 

192 . 

611 . 

. 49128 

47  CFR 

651 . 

. 49589 

0 . . . 

. .  51248 

. .  50372,  51249 

652  . 

653  . . . 

. 49907 

50963 

2 . 

22 . 

. 50372 

Proposed  Rules: 

31 . 

. . i . . . 50952 

Ch.  VI . 

. 50999 

73 . 

.48200-48206,  50372, 

22 . 

. 49925 

50541 

,  50542, 50797, 50959, 

51251 

74 . 

. 50372 

81 . 

. 49588 

' 

83 . 

. 51615 

97 . 

. .  50799 

Proposed  Rules: 

Ch.  1 . 

.49617,50568,51259 

2 . 

. 49617,  51784 

73 . 

. ..51260 

83 . 

. 51784 

87 . 

. 51784 

15 . 

. 50569 

22 . . 

. . . 49621 

63 . 

. 48733 

68 . 

. 48733 

73 . 

48258,  49624,  50569- 

50571, 50810, 50988-50990 

81 . 

. 49621,50573 

83 . 

. 49621,  50573 

97 . 

48  CFR 

...49617,  50991-50996 

Proposed  Rules: 

15..... . 

. . . 50997 

37 . 

. 50997 

49  CFR 

Ch.  X. . 

. 50070 

6 . 

. . . 49878 

172 . 

...49883,  49889,  50800 

173 . 

. 49883,  49889 

175 . 

. . .  49889 

178 . 

. . . 49889 

179 . 

...49883,  49889,  51775 

571 . 

. 51252 

801 . 

. 48206. 

826 . 

. . . . . 48208 

1033  . 48212,  48213,  49127, 

50961 

1034  .  48938 


1039 . 

. 48215 

1100 . 

..48216,  51253 

1102 . 

..48938,  51255 

1108 . . 

. 48216 

1111 . . . 

. 48216 

.  ..  ' 

1121...... . 

. .48216 

1300 . 

. 48215 

Proposed  Rules: 
Subtitle  A., . 

. 48422 

Ch.  II . 

. .  49925 

— 

Ch.  I-VI . 

. 484??  • 

Ch.  X... . . 

..50088,  51413 

71 . 

. 51786 

' 

107 . ; . . . 

. 51261 

171 . . . 

. . 51261 

173......  ■  . . 

. . ...51261 

571 . 48260.48261,50394, 

50396.51777,51788,51793 

581 . 

..48262,  48958 
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AGENCY  PUBLICATION  ON  ASSIGNED  DAYS  OF  THE  WEEK 

The  following  agencies  have  agreed  to  publish  This  is  a  voluntary  program.  (See  OFR 

all  documents  on  two  assigned  days  of  the  week  NOTICE  41  FR  32914,  August  6, 1976.) 

(Monday /Thursday  or  Tuesday/Friday). 

Monday 

Tuesday  Wednesday 

Thursday 

Friday 

DOT/SECRETARY 

USDA/ASCS 

DOT/SECRETARY  - 

USDA/ASCS 

DOT/COAST  GUARD 

USDA/FNS 

OOT/(X)AST  GUARD 

USDA/FNS 

DOT/FAA 

USDA/REA 

DOT/FAA 

USDA/REA 

DOT/FHWA 

USDA/SCS* 

DOT/FHWA 

USDA/SCS* 

DOT/FRA 

MSPB/OPM 

DOT/FRA 

MSPB/OPM 

QOT/MA 

LABOR 

DOT/MA 

L/^OR 

DOT/NHTSA 

HHS/FDA 

-  DOT/NHTSA 

HHS/FDA 

DOT/RSPA 

DOT/RSPA 

DOT/SLSDC 

DOT/SLSDC 

DOT/UMTA 

DOT/UMTA 

CSA  .  _ 

CSA 

Documents  normally  scheduled  for  publi-  Comments  should  be  submitted  to  the  Day- 
cation  on  a  day  that  will  be  a  Federal  of-the-Week  Program  Coordinator,  Office 

holiday  will  be  published  the  next  work  day  of  the  Federal  Register,  National  Archives 
following  the  holiday.  Comments  on  this  and  Records  Service,  General  Services 
program  are  still  invited.  Administration,  Washington,  O.C.  20408. 

’Note:  The  Soil  Conservation  Service 
will  begin  Tues/Fri.  publication 
as  of  Nov.  3, 1981. 

REMINDERS 


Note:  No  public  bills  which  have  become  law  were  received  by  the 
Office  of  the  Federal  Register  for  inclusion  In  today’s  List  of  Public 
Laws. 

Last  Listing  October  21, 1981 


Just  Released 


Code  of 
Federal 
Regulations 

Revised  as  of  July  1, 1981 


Quantity  Volume 


Price 


Amount 


Title  32— National  Defense 
(Part  1000  to  End) 

Title  39— Postal  Service 


Title  41— Public  Contracts  and  Property  Management 
(Chapter  8) 


A  Cumulative  checklist  of  CFR  issuances- tor  1981  appears  in  the  back  of  the  first  issue  of  the  Federal  Register 
each  month  in  the  Reader  Aids  section.  In  addition,  a  checklist  of  current  GFR  volumes,  comprising  a  complete 
CFR  set,  appears  each  month  in  the  LSA  (List  of  (jFR  Sections  Affected). 


Total  Order 


Please  do  not  detach 


Order  Form 


Mail  to:  Superintendent  of  Documents,  U  S.  Government  Printing  Office,  Washington,  D.C.  20402 


Enclosed  find  $ _ Make  check  or  money  order  payable 

to  Superintendent  of  Documents.  (Please  do  not  send  cash  or 
stamps).  Include  an  additional  25%  for  foreign  mailing. 

Chaigp  to  my  Dafxjsll  AooounI  No. 

n"i  I  I  1 1  i-n 

Order  No _ 


Please  send  me  the  Code  of  Federal  Regulationa  publications  I  have 
selected  above. 

Name— First,  Last 


jmpany  name  or  additional  address  tine 


(or  Country) 


State  ZIP  Code 


Credit  Card  Orders  Only 

Total  charges  $ _ 

Credit  I — I — I — r 

Card  No.  I _ I _ 1 _ L 


Fill  in  the  boxes  below. 


Expiration  Date 
Month/Year 


rain 


For  Office  Use  Only. 

_ Quantity  Charges 

Enclosed _ ^ _ 

To  be  mailed _ _ 

Subscriptions _ 

Postage _ 

Foreign  handling _ 

MMOB _ 

OPNR _ 

UPNS _ 

Discount _ 

Refund 


PLEASE  PRINT  OR  TYPE 
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